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Glossary 

Adjustments Budget - Prescribed in section 28 of the MFMA. The formal means by which a 
municipality may revise its annual budget during the year. 

Allocations - Money received from Provincial or National Government or other 
municipalities. 

AFS- Annual Financial Statements 

Assessment Rates - Local Government tax based on the assessed value of a property. To 
determine the rates payable, the assessed rateable value is multiplied by the rate in the rand. 

Budget - The financial plan of the Municipality. 

Budget Related Policy - Policy of a municipality affecting or affected by the budget, examples 
include tariff policy, rates policy and credit control policy. 

Capital Expenditure - Spending on assets such as land, buildings and machinery. Any capital 
expenditure must be reflected as an asset on the Municipality's Statement of Financial 
Performance. 

CRR - Capital Replacement Reserve. A cash reserve set aside for future capital expenditure. 

Cash Flow Statement - A statement showing when actual cash will be received and spent by 
the Municipality. Cash payments do not always coincide with budgeted expenditure timings. 
For example, when an invoice is received by the Municipality it is shown as expenditure in the 
month it is received, even though it may not be paid in the same period. 

CFO - Chief Financial Officer 

DORA - Division of Revenue Act. Annual legislation that shows the total allocations made by 
National to Provincial and local government. 

Equitable Share - A general grant paid to municipalities. It is predominantly targeted to help 
with free basic services. 

EPWP - Expanded Public works Programme. 

FFC- Financial and Fiscal Commission. 

Fruitless and wasteful expenditure - Expenditure that was made in vain and would have 
been avoided had reasonable care been exercised. 

GIS - Geographic Information System. 

GFS - Government Finance Statistics. An internationally recognised classification system that 
facilitates like for like comparison between municipalities. 
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GGP - Gross Geographic Product 


GRAP - Generally Recognised Accounting Practice. The new standard for municipal 
accounting and basis upon which AFS are prepared. 


IDP - Integrated Development Plan. The main strategic planning document of the 
Municipality 

ISDF - Integrated Strategic Development Framework - The 20 year framework linking 
technical, financial and economic planning. 

KPI's - Key Performance Indicators. Measures of service output and/or outcome. 

MEC- Minister in Executive Committee (Province). 

MFMA - The Municipal Finance Management Act - No. 53 of 2003. The principle piece of 
legislation relating to municipal financial management. 

MTREF- Medium Term Revenue and Expenditure Framework. A medium term financial plan, 
usually 3 years, based on a fixed first year and indicative further two years budget allocations. 
Also includes details of the previous three years and current years' financial position. 

MPAC - Municipal Public Accounts Committee. 

MSCOA- Municipal Standard Chart of Accounts 

NERSA - National Electricity Regulator of South Africa. 

NT - National Treasury. 

NDPG - Neighbourhood Development Partnership Grant. 

Net Assets - Net assets are the residual interest in the assets of the entity after deducting all 
its liabilities. This means the net assets of the municipality equates to the "net wealth" of the 
municipality, after all assets were sold/recovered and all liabilities paid. Transactions which 
do not meet the definition of Revenue or Expenses, such as increases in values of Property, 
Plant and Equipment where there is no inflow or outflow of resources are accounted for in 
Net Assets. 

Operating Expenditure - Spending on the day to day expenses of the Municipality such as 
salaries and wages. 

R&M - Repairs and maintenance on property, plant and equipment. 

SDBIP - Service Delivery and Budget Implementation Plan. A detailed plan comprising 
quarterly performance targets and monthly budget estimates. 

Strategic Objectives - The main priorities of the Municipality as set out in the IDP. Budgeted 
spending must contribute towards the achievement of the strategic objectives. 
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SCM - Supply Chain Management. 

Unauthorised expenditure - Generally, spending without, or in excess of, an approved 
budget. 

Virement - A transfer of budget. 

Virement Policy - The policy that sets out the rules for budget transfers. Virements are 
normally allowed within a vote. Transfers between votes must be agreed by Council through 
an Adjustments Budget. 

Vote - One of the main segments into which a budget is divided. In Knysna Municipality this 
means at directorate level. 
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PART 1 - ANNUAL BUDGET 
Section 1 - Mayor's Budget Speech 


ANNUAL STATE OF THE TOWN ADDRESS: 


Inclusive.Jnnovative.Jnspired! 

by 


EXECUTIVE MAYOR, CLLR ELEANORE BOUW-SPIES 
WEDNESDAY • 07 June 2017 


Madam Speaker; 

Executive Deputy Mayor; 
Mayoral Committee Members; 
Councillors; 

Honoured Guests; 

Acting Municipal Manager; 
Directors; 

Municipal Officials; 

Members of the media; and 
The public 
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Good Morning, Goeie More, Molweni. 


Madam Speaker; It is once again that time of the year where we look in retrospect to 
the service journey that we have travelled together. As we ponder on the successes, 
and challenges that we have confronted in the outgoing fiscal year; we are equally 
able to use the benefit of hindsight to plan and budget for better interventions in the 
ensuing year. 


I am honoured and privileged to stand before this Council to table the first draft 
Medium Term Revenue Expenditure Framework (MTREF) and the 4 th Generation IDP 
for Knysna Municipality under the current Political leadership. 


This MTREF gives direction to the administration on how we as a municipality will 
realise the imperatives that was defined and articulated at the February 2017 Council 
Strategic session, which amongst others speak to inclusive economic growth that 
would provide sustainable jobs, broaden the local tax base and improving our 
revenue, premised on the successful implementation and execution of the catalyst 
projects as identified. A critical consideration of this inclusive economic growth 
would be to position Knysna as an investment destination of choice, enhance our 
tourism potential, diversifying the local economy and changing the ownership 
patterns within the current primary and secondary sectors of the economy in 
accordance to the national imperatives. 


OUR 4 th GENERATION INTEGRATED DEVELOPMENT PLAN (IDP) 


The 2016 Local Government elections ushered in a new era for integrated planning 
within municipalities across South Africa with the introduction of the 4 th Generation 
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IDP's. This new Council has taken on this process with great enthusiasm to ensure 
that we use all the resources to our disposal to address the critical service delivery 
and development challenges that our community faces on a daily basis. 


The IDP is the principal strategic instrument of a municipality that gives effect to its 
developmental mandate as enshrined in the Constitution of South Africa. The 
concept of integrated planning has cemented itself as the strategic process within 
modern day local government as an effective way of ensuring that limited resources 
of a municipality are being optimised to foster partnerships between a vast array of 
stakeholders to collectively improve the livelihoods of communities. 


The preparation, drafting and development process of the 4 th Generation IDP 
provided the perfect opportunity to enter into an interactive working relationship 
and mutually beneficial partnership with the community of Greater Knysna 
Municipality. 

The process was underpinned by comprehensive public participation and stakeholder 
engagement processes. It was very exciting to witness how communities took charge 
of their own development path and participated vigorously in the various 
consultation platforms. This paved the way for the Council to craft a new vision, 
mission and value statement and map out its strategic objectives that were informed 
by the real development priorities identified by the community. Together we will 
strive to transcend Knysna Municipality from good to great. 


INCLUSIVE GROWTH 


We must all recognize that promoting economic development in the Knysna area 
necessitates an informed consideration of the global, national, provincial and 
regional economic environment. The 2008 global economic downturn, and 
subsequent recovery impacts on the local growth and development direction. By 


MTREF 2017/2018 - 2019/20 



Page | 11 


implication any focus on local socio-economic issues will not be adequately 
contextualized if the open nature of the economy is neglected. The importance of 
tourism for the Knysna Municipality therefore informs the focus on inclusive growth. 


'Inclusive growth' is a concept that has become a central concern in the 
international development literature in recent years. Although it is often used 
interchangeably with other terms like 'Broad-Based growth', 'Shared Growth' and 
'Pro-Poor Growth', the concept has a specific meaning that is distinct from the other 
terms mentioned here. Inclusive growth emerged from the pro-poor growth 
literature (Kakwani and Pernia, 2000) in an attempt to emphasize that, in order to 
reduce poverty in a sustainable manner; the poor must be enabled to be actively 
involved in economic growth. According to Ranieri and Ramos in 2013, over time 
"the notion of participation in and benefitting from the growth process identified 
with inclusiveness came to be seen as related to, yet distinct from, pro-poor growth, 
pertaining to a broader concept of inclusive growth". 


In the World Bank working paper (Lanchovichina and Lundstrom, 2009) inclusive 
growth is defined as growth that is sustainable because it is "Broad-Based across 
sectors and inclusive of a large part of a country's labour force". 

The concept captures the importance of structural transformation for economic 
diversification and competition. Encouraging Broad-Based and inclusive growth puts 
emphasis on policies that remove constraints to growth and create a level playing 
field for investment. As stated, during 2008 in the Commission on Growth and 
Development, Growth Report: Strategies for Sustained Growth and Inclusive 
Development - inclusive growth refers to both the pace and pattern of growth, which 
are considered interlinked. Systematic inequalities of opportunity are 'toxic' as it will 
derail the growth process through political channels or conflict. 
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A logical outflow of this understanding of inclusive growth is that, our policies for 
inclusive growth must be an important component of our 4 th Generation IDP for 
sustainable growth, meaning there must be policies that promote broad-based 
growth with productivity improvements and the creation of employment 
opportunities, and not the prioritization of redistribution. Inclusive growth requires a 
longer term, rather than short term, perspective with the emphasis on improving 
productive capacity of individuals and creating an environment that is conducive for 
employment. 


ECONOMIC OUTLOOK 


The following economic indicators are important to note, and have been taken into 
account in our own financial strategies, preparation of the MTREF for 2017/18, and 
the two outer years. 


The global recovery from the 2008 financial crisis remains precarious, the GDP 
growth rate is forecast to increase by 1.3 per cent in 2017, and to improve 
moderately over the medium term with to 2 per cent and 2.2 per cent in 2018 and 
2019 respectively. This trend reflects a confluence of unfavourable global and 
domestic circumstances which impact on all spheres of government. Inflation and a 
nominal spending ceiling will put real budgets under pressure over the medium term, 
requiring all spheres of government to work more efficiently. 


These economic challenges will continue to pressurize municipal revenue generation 
and collection levels hence a conservative approach has been taken for projecting 
revenue. We will have to improve our efforts to limit non-priority spending and to 
implement stringent cost-containment measures. 
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Inflation is projected to be 6.4 per cent in 2017/18 and 5.7 and 5.6 per cent 
respectively during the 2018/19 and 2019/20 financial years. 


The economic growth in the Western Cape slowed to 2.1 per cent in 2014 from 2.5 
per cent year on year in 2013. Over the past decade the Western Cape has managed 
to grow faster on average, relative to the national economy. This difference has 
however narrowed in the last two years. It is estimated that the Western Cape grew 
by 1.2 per cent in 2015 in line with the national economy. The growth of the Western 
Cape, as with the national economy, is expected to slow further in 2016. On average, 
the Province is expected to grow by 2.1 per cent between 2017 and 2021. 


Census 2011 has shown that the population of the Western Cape has grown by 29 
per cent from 2001; Knysna recorded one of the highest growths in population in the 
Province placing a huge strain on infrastructure and housing needs. 


Our revenues and cash flows are expected to remain under pressure in 2017/18 
hence we adopted a conservative approach when projecting our expected revenues 
and cash receipts. 


To boost the economy of Greater Knysna the town is currently installing optic fibre 
cable that will increase the speed of the internet. This will allow first world global 
companies to run their businesses from Knysna as easily as from any South African 
Metropolis. 


Knysna has successfully launched its first free KnysnaOn WiFi hotspot at the 
Masifunde Library on 11 November 2016. Further hotspots have been identified and 
will go live later during this year. 
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The Municipality is also exploring the options for economic opportunities in 
addressing environmental challenges through integrated efforts between the 
Departments Environmental Management and Local Economic Development. 


FOCUS OF THE 2017/2018 BUDGET 


Growth and the National Development Plan 


Both National and Provincial governments view infrastructure as an important means 
of promoting sustainable growth and reducing poverty, with both having allocated 
large portions of their budgets for this purpose. Economic bulk infrastructure, which 
is a focus for Knysna Municipality, must include the following: 


■ Water supply 

■ Waste water treatment works, pump stations and piped networks 

■ Electricity transmission 

■ Road building and maintenance 


In prioritizing the economic infrastructure we will be improving the social 
infrastructure which includes education and health. Our neighbouring municipalities 
in George and Mossel Bay have recorded the highest investment in infrastructure 
with George at 28 per cent while Mossel Bay was at 26 per cent of the total recorded 
district infrastructure index during 2012. 


Interestingly Knysna is amongst the highest growth in terms of the population in the 
district while being one of the lowest in infrastructure spending in the region. Clearly 
in the long run poor infrastructure in Greater Knysna will not support the thriving 
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economy. Even Hessequa Municipality recorded a 17 per cent investment in 
infrastructure and performed relatively well according to the Infrastructure Index. 


Ladies and gentlemen, it is crystal clear, not only in terms of what I am trying to 
highlight to you, but also taking the state of our infrastructure into account, 
specifically with reference to the conditions of our roads, current water challenges 
and continued tripping of power supply that provision of economic infrastructure is 
an essential condition for economic growth in the Knysna municipal area. 


Of course there are structural constraints that we are faced with. These include 
budgetary constraints, administrative efficiency, financial management and 
monitoring of expenditure growth and shortage of key skills and of course the ever 
rising cost of electricity. It is crucial that this council and its community at large agree 
on areas in which growth potential lies and ensure that appropriate infrastructure 
services are properly funded. 


Opening the path to stronger economic growth requires that identified barriers to 
growth be addressed. The NDP has been implemented to create a framework to 
accelerate economic growth, eliminate poverty and reduce inequality. The budget 
policy framework for the next three years reflects greater alignment with the plan, as 
spending programmes begin to address economic constraints and the need for 
greater state efficiency. 


The NDP identifies a number of micro-economic reforms needed to boost economic 
growth, which includes reducing the cost of living for poor households, the costs of 
doing business, support for small, medium and micro enterprises (SMMEs), 
entrepreneurs and business start-ups, a greener and more sustainable economy, 
support for local production as well as employment through government 
procurement and broadening and strengthening of industrial development. 
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We have therefore revised our spending plans and reprioritised funds to ensure key 
objectives are achieved and well-performing programmes are supported. 
Expenditure plans reflect both the medium-term investment plans and long-term 
goals identified in the NDP. 


In this MTREF we have ensured that we eradicate non-priority spending and 
reprioritise expenditure to focus on core infrastructure and service delivery. 


National Treasury Budget Circulars 85 and 86 also emphasizes the constricting 
economic climate in which we need to operate and urges municipalities to ensure 
value for money spending, protection of the poor and encourages the municipalities 
to carefully evaluate all spending decisions. 


Other important highlighted projects identified were: 


During the past financial year the Council established a Youth Council, its main 
responsibility is to inform Council on all the relevant Youth related issues. The 
administration was aligned to support this structure and the following project was 
finalized during the past financial year; 

■ Driver's license learnership for 500 Young people 

■ A Youth talent scouting project with more than 1000 participants 

■ A Youth entrepreneurship indaba 


The Council also started with the last Multi purpose center in White location as 
identified during its previous IDP cycle. The project consists of a dual purpose astro- 
turf soccer and rugby field with a clubhouse, retail and training facilities. The scope 
of this project is in the order of R35 million. The phase 1 of the Bongani sports-field 
will also be concluded and this project entails the leveling of the field with the 
installation of floodlights. 
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The upgrade of the Hornlee Community Hall will be completed at the end of June 
2017. 


One of the critical projects for the coming financial year will be the procurement of 
land for a cemetery and the Council budgeted R1.5 million for this project. A further 
community project that Council provided for is the upgrade of the central taxi rank 
ablution facilities for R1.5 million. The Council also resolved to budget for the in 
sourcing of a truck to transport our waste to Mossel Bay, this initiative will result in a 
huge saving on operating budget in years to come. 

The 2017/18 year budget also made provision to establish a clubhouse at the 
Hornlee sport grounds. One of the strategic decisions from Council was to centralise 
the traffic services at the old vehicle testing station in Vigilance drive. This will ensure 
far better services to our Communities because all the services will be in one facility. 


THE CAPITAL BUDGET 


The capital budget flows from the IDP process and contains information obtained 
from relevant stakeholders through extensive public participation processes as well 
as ward committee processes where applicable. 


The total funded capital projects for the 2017/2018 financial year amounts to R137.5 
million with the main focus being the following: 


Water Infrastructure R 26.1 Million 

Electricity R 23.9 Million 

Sanitation R 19.5 Million 

Refuse Removal R 3.2 Million 
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Roads Infrastructure 


R 14.3 Million 


The capital budget is funded by means of grants from National government in the 
amount of R32.6 million. Provincial Grants in the amount of R25.5 million. Loan 
funding in the amount of R38.5 million and other own funding in the amount of 
R40.8 million. 


In addition to all the housing projects currently in process and the projects that will 
be started in 2017/18 we are particularly proud of having secured the housing 
development in Hornlee that will cater for the development of 177 Breaking New 
Ground (BNG) homes and 135 affordable housing opportunities. 


We have received numerous submissions from individuals, organisations, etc. and I 
would like to thank them for taking time to go through the IDP and Budget. 

I further would like to state that it is impossible to give effect to all the submissions 
within the financial constraints we faced, but we will endeavour to address most of 
the operational issues raised through our normal operations. 


Based on the above we have seriously considered some of the submissions received 
and allocated some funds to respond to these needs. 


Madam Speaker, allow me to highlight a few of the projects that we will be funded 
flowing from submissions: 


■ An initial amount of R1 million has been set aside for the provision of sanitation 
on farms and the forestry villages. 

■ R1 million towards the appointment of Interns at our youth development centres 
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■ R784 000 towards the appointment of Finance Interns to be trained by our CFO 
as municipal finance officers 

■ R4,4 million for SMME development and capacitation within our LED Unit 


OPERATING BUDGET 


The operating budget for the 2017/2018 financial year amounts to a surplus of R59.3 
million which represents a decrease of R19.0 million or 24.3 per cent from the 
2016/2017 adjusted budget. 


The cost drivers of the increase in the budget can be summarized as follows: 

■ 7.5 per cent increase in the wage bill in accordance with the multi-year wage 
agreement 

■ 1.88 per cent increase in the purchase of electricity from Eskom. 

* Inflationary pressure and the general increase in the price of goods and services 

■ Continued increase in fuel prices. 

■ Operational requirements to ensure service delivery standards are complied 
with; this is specifically in regard to water and waste water electricity and roads. 


Revenue sources remains under strain and in an attempt to balance service delivery 
with affordability proposed tariff increases have been limited as follows: 


Electricity 1.88 per cent, 

Water 6 per cent, 

Sewerage 6 per cent, 

Refuse removal 18 per cent, and 
Assessment rates 6 per cent. 
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I must point out that assessment rates will be based on the new general valuation 
roll which comes into effect on 1 st July 2017. The new valuation role was compiled by 
an independent consultant in accordance with the requirements of the Municipal 
Property Rates Act 2004 which resulted in all properties in Knysna being revalued 
based on their individual circumstances. 


This has resulted in many properties going up in value and many going down in value 
when compared with the previous valuation role. Therefore although the total 
revenue from assessment rates is projected to increase by only 6 per cent (which is 
less than inflation), the increase or decrease in rates for any individual property may 
vary considerably from the general 6 per cent increase. 


We recognise that B&B's play an important role within the economy of Greater 
Knysna. It gives me great pleasure to announce that we have done away with the 
separate tariff for this category of properties. These properties will now be levied at 
the normal residential property rate and no longer at the previously used business 
rate. 

We express our sincere gratitude to residents and businesses that consistently pay 
their municipal accounts. Their contributions go a long way towards expanding and 
sustaining service delivery. 


Indigent subsidies 

Madam Speaker, we are quite aware of many households who cannot pay and we 
will continue to assist where possible. 
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Provision is made in the operating budget for the subsidizing of indigent households. 
This subsidy includes a free 6KI of water, 50 units of electricity, a 100 per cent 
subsidy for refuse removal and sewerage charges. 


A 100 per cent rebate on assessment rates will also be given for indigent households. 
The subsidy allowed, exceeds the National norm and stretches the affordability 
threshold of the municipality. 


Section 24 of the MFMA requires that an annual budget be approved before the start 
or beginning of the budget year. The approval of the budget should be done together 
with the adoption of any resolutions as may be necessary. When this exercise has 
been completed, the municipality is required to submit the approved annual budget 
to the National Treasury and the relevant Provincial Treasury. 


Furthermore, you would recognise, Madam Speaker, that our budget is informed by 
our consideration of the economic, social and financial factors affecting the broader 
community of Greater Knysna. Following a string of Budget Steering Committee 
meetings, we have produced a realistic budget for the people of Greater Knysna and 
we are confident that it reflects the will of the people. The proposed budget will in 
no doubt drive our 4 th Generation IDP and assist the Municipality in attaining its 
objectives. 


IN CONCLUSION 


Madam Speaker, this draft budget and IDP is an expression of the aspirations of our 
people. On its own it cannot achieve the desired outcomes. It requires the discipline 
and commitment of men and women who will be resolute in making sure that the 
institution does not punch below its weight; and that all institutional efforts are in 
kilt with the set norms and standards as well as the aspirations of our people. 
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The draft budget tabled here today is a step in attaining the strategic goals of the 
NDP as well as that of Knysna municipality which includes amongst others. Municipal 
transformation and organisational development, basic service delivery to all our 
communities, financial viability and transformation, excellence in administration, 
transparency and public participation. 


Therefore careful consideration of the SDF, IDP and community input need to be 
taken in order to produce a document that we can all collectively own and be proud 
of. 


The development of the SDF is based on three spatial strategies that echo the new 
vision for the municipality: "Inclusive; Innovative & Inspired." The SDF is Inclusive, 
through the "Knysna Connected" strategy of improved access between urban and 
rural nodes, through roads, transport and even ICT infrastructure. The SDF is 
Innovative in the adoption of the "Knysna Municipal Open Space System" (KMOSS) 
which is a linked network of protected biodiversity, agricultural, scenic and 
recreational landscape spaces. The SDF is Inspired through prioritisation in 
consolidated nodes to create a network of "Complete Communities" that balance 
residential, commercial and social experiences. 


Once all these issues have been dealt with, I am convinced that the IDP and Budget, 
when adopted here today will contribute to our new vision of being "Inclusive; 
Innovative & Inspired!" 


Lastly Madam Speaker, allow me to thank the Budget Steering Committee, Acting 
Municipal Manager, CFO, Directors, IDP Manager and all the other staff that was 
intrinsically involved in developing the 4 th generation IDP and the budget tabled here 
today. 
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Madam Speaker, it is therefore my honor and privilege to present for adoption our 
4 th Generation IDP (2017-2022) and Budget for the 2017/2018 - 2019/2020 financial 
years. 


I thank you. 


ELEANORE BOUW-SPIES 
EXECUTIVE MAYOR 
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Section 2 - Budget Related Resolutions 

MTREF 2016/17 


The Council of Knysna Municipality, acting in terms of section 24 of the Municipal 
Finance Management Act, (Act 56 of 2003) approves and adopts: 


RESOLVED: 

1. The annual budget of the municipality for the financial year 2017/18 and the 
multi-year and single-year capital appropriations as set out in the following 
tables: 

a. Budgeted Financial Performance (revenue and expenditure by 

standard classification) as contained in Table A2 on page 36; 

b. Budgeted Financial Performance (revenue and expenditure by 

municipal vote) as contained in Table A3 on page 37; 

c. Budgeted Financial Performance (revenue by source and expenditure 
by type) as contained in Table A4 on page 38; and 

d. Multi-year and single-year capital appropriations by municipal vote 
and standard classification and associated funding by source as 
contained in Table A5 on page 40. 


2. The financial position, cash flow budget, cash-backed reserve/accumulated 
surplus, asset management and basic service delivery targets are approved as 
set out in the following tables: 

a. Budgeted Financial Position as contained in Table A6 on page 42; 

b. Budgeted Cash Flows as contained in Table A7 on page 43; 

c. Cash backed reserves and accumulated surplus reconciliation as 
contained in Table A8 on page 44; 

d. Asset management as contained in Table A9 on page 45; and 

e. Basic service delivery measurement as contained in Table A10 on page 
49 


3. The council of Knysna municipality, acting in terms of section 75A of the Local 
Government: Municipal Systems Act (Act 32 OF 2000) approves and adopts 
with effect from 1 July 2017: 
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a. The tariffs for property rates - as set out in Annexure 5 

b. The tariffs for electricity - as set out in Annexure 5 

c. The tariffs for the supply of water - as set out in Annexure 5 

d. The tariffs for sanitation services - as set out in Annexure 5 

e. The tariffs for solid waste services - as set out in Annexure 5 

f. The municipal property rates policy - as set out in Annexure 6 

g. The credit control and debt collection policy - as set out in Annexure 6 

h. The cash management and investment policy - as set out in Annexure 
6 

i. The borrowing policy - as set out in Annexure 6 

j. The funding and reserve policy - as set out in Annexure 6 

k. The policy related to long-term financial planning - as set out in 

Annexure 6 

l. The supply chain management policy - as set out in annexure 6 

m. The policy related to management and disposal of assets - this policy 
is not available 

n. The policy related to dealing with infrastructure investment and 
capital projects - this policy is not available 

o. The budget implementation and management policy - as set out in 

Annexure 6 


4. The council of Knysna municipality, acting in terms of 75a of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts 
with effect from 1 July 2017 the tariffs for other services, as set out in 

Annexures 5. 

5. To give proper effect to the municipality's annual budget, the council of 
Knysna municipality approves: 


6. That cash backing is implemented through the utilisation of a portion of the 
accumulated surplus as at the end financial periods well as saving during the 
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year as identified in the adjustment budget to ensure that all capital reserves 
and provisions, unspent long-term loans and unspent conditional grants are 
cash backed as required in terms of the municipality's funding and reserves 
policy as prescribed by section 8 of the Municipal Budget And Reporting 
Regulations. 


7. That the municipality be permitted to enter into long-term loans for the 
funding of the capital programmes in respect of the 2017/2018 financial year 
limited to an amount of R38.5million per financial year of the MTREF in terms 
of section 46 of the Municipal Finance Management Act. 

8. That the municipal manager be authorised to sign all necessary agreements 
and documents to give effect to the above lending programme. 

9. The council of Knysna municipality, acting in terms of section 25 of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts 
with effect from 1 July 2017 the 2017 - 2022 Integrated Development Plan 
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Section 3 - Executive Summary 

Introduction 

The application of sound financial management principles for the compilation of 
Knysna Municipality's financial plan is essential and critical to ensure that Knysna 
Municipality remains financially viable and that municipal services are provided 
sustainably, economically and equitably to all communities. 

Knysna Municipality's business and service delivery priorities were reviewed as part 
of this year's planning and budgeting process. Where appropriate, funds were 
transferred to address crucial service delivery needs and to ensure compliance with 
legislative requirements and to meet service delivery obligations. The current year 
adjustment budget is reflective of this principle and supports the municipality's quest 
for financial sustainability. 

Knysna Municipality will embark on implementing a range of revenue collection 
strategies to optimize the collection of debt owed by consumers and to ensure that 
all revenue due is billed correctly and collected on time. Furthermore, Knysna 
Municipality will be undertaking various customer care initiatives to ensure the 
municipality truly involves all citizens in the process of ensuring true community 
participation. 

National Treasury's MFMA Circular No. 85 and 86 were used to guide the compilation 
of the 2017/18 MTREF. 

The main challenges experienced during the compilation of the 2017/18 MTREF can 
be summarized as follows: 

• The slow recovery from the economic downturn that is still hampering 
growth and development not only locally but provincially and nationally. 

• Limited available own funding to fund much needed infrastructure. 

• Population growth placing a strain on infrastructure and housing needs. 

• Ageing and poorly maintained water, roads and electricity infrastructure; 

• The shortage of water in our reservoir which is placing upward pressure on 
service tariffs to residents. 

• Wage increases for municipal staff that continue to exceed consumer 
inflation, as well as the need to fill critical vacancies; 

• Availability of affordable capital/borrowing. 

The following budget principles and guidelines directly informed the compilation of 
the 2017/18 MTREF: 

• The 2016/17 Adjustments Budget priorities and targets, as well as the base 
line allocations contained in that Adjustments Budget were adopted as the 
upper limits for the new baselines for the 2017/18 annual budget; where 
appropriate a zero base approached has been to some extent used. 
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• Tariff and property rate increases should be affordable and should generally 
not exceed inflation as measured by the CPI, except where there are price 
increases in the inputs of services that are beyond the control of the 
municipality, for instance the cost of refuse removal and the continued 
escalation in the fuel price. In addition, tariffs need to remain or move 
towards being cost reflective, and should take into account the need to 
address infrastructure backlogs; 

In view of the aforementioned, the following table is a consolidated overview of the 
proposed 2017/18 Medium-term Revenue and Expenditure Framework: 


Table 1 Consolidated Overview of the 2017/18 MTREF 


Description 

Adjusted 

Budget 

2016/17 

R'000 


Budget Year 
+1 2018/19 
R'000 

Budget 
Year +2 
2019/20 
R'000 

Total Operating revenue 

730,015 

813,157 

819,391 

845,886 

Total Operating Expenditure 

730,349 

811,980 

821,023 

845,194 

Surplus/(Deficit) for the year before 
capital transfers 

(0,334) 

1,177 

(1,632) 

0,692 

Transfers and Subsidies Capital 

78,637 

58,101 

34,509 

35,972 

Surplus/(Deficit) for the year after 
capital transfers 

78,303 

59,278 

32,877 

36,664 


Total operating revenue has grown by 11.3% or R 83.1 million for the 2017/18 
financial year when compared to the 2016/17 Adjustments Budget. For the two 
outer years, operational revenue will increase by 0.7% and by 3.2% respectively, 
equating to a total revenue growth of R 115.8 million over the MTREF when 
compared to the 2016/17 financial year adjusted budget. 

Total operating expenditure for the 2017/18 financial year has been appropriated at 
R 812.0 million and translates into a budgeted surplus of R 59.3 million after taking 
into consideration capital transfer and subsidies. When compared to the 2016/17 
Adjustments Budget, operational expenditure has grown by 11.2% in the 2017/18 
budget and further increase by 1.1% for 2018/2019 and increases by 2.9% for 
2019/2020 being the outer years of the MTREF. The operating surplus for the two 
outer year's decreases to R 32.9 million for 2018/2019 and R 36.7 Million for 
2019/2020 after capital transfers is accounted for. These surpluses will be used to 
fund capital expenditure and to further ensure cash backing of reserves and funds. 

A largest portion of the capital budget will be funded from borrowing over MTREF 
with anticipated borrowings not exceeding R 38.5 Million per year over the MTREF. 
The third portion of the capital budget will be funded from Government grants and 
subsidies. It needs to be noted that Knysna Municipality is closer to its prudential 
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borrowing limits and so there is limited room for increasing borrowing over the 
medium-term. It is however very important to ensure that the municipality 
sufficiently recovers financially prior to the taking up of additional capital loan 
funding in excess of current annual redemption. The repayment of capital and 
interest (debt services costs) will not substantially increase over the MTREF and will 
therefore contribute to the financial recovery of the municipality. 


Besides tourism, the major economic drivers within Knysna are retail, residential and 
retirement. These are all heavily dependent upon the economy at a national level 
and neither could claim to be major forces in the drive for job creation. Many of 
those in these driving sectors are not resident, or are predominantly situated outside 
of the town. For example, much of Knysna's retail property is owned by businesses 
outside Knysna and any profits obviously flow outside of Knysna. 


Further, a number of Knysna property owners do not actually live in the municipality 
for home purposes and so generate little in the way of economic development. 
Situated in a national park, it is highly unlikely that our social and revenue profiles 
will change. Approximately 67.4% of Council revenue, excluding governmental 
transfers, comes from the domestic residential sector and some of this is classified as 
being indigent or on social welfare. There is little scope for cross-subsidisation from 
the business sector in relief of the domestic account and therefore increases in tariffs 
impact directly upon domestic consumers and hence almost immediately upon the 
municipality's cash flow. Increased taxation will invariably mean increased non- 
payment. 


The Eden District Municipality is in the process of establishing a new regional landfill 
site adjacent to Petro SA in Mossel Bay. The license for the site has already been 
issued by DEA&DP. This landfill site has an expected lifespan of approximately 50 
years. The joint operational cost of developing this landfill site by participating 
municipalities within the Eden District has been passed onto the consumers in the 
form of 18% tariff increases for refuse. 


It is highly unlikely that the economic position of Knysna will change much in the next 
three to four budget cycles. Some of the more significant reasons for this is outside 
of the control of this Council i.e. a demand for cost reflective tariffs on water and 
sewer, cleansing increases arising from the landfill site construction and increase on 
employee related costs that exceeds headline inflation. 

There is an overall decline in global economic growth, a substantial decline in the 
price of oil and a substantial weakening of all emerging market currencies against 
First-World currencies. The South African economy is facing severe challenges with 
economic growth of less than 1%, high unemployment, extreme inequality, rising 
crime, the impact of the worst drought in decades and business confidence at its 
lowest levels in 23 years. Weak Rand alone creates endless opportunities for us here 
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in Knysna to capitalize on international tourism and also to dip our toes deeper into 
the water when it comes to promoting manufacturing for export. 


The draft budget for the financial year 2016/17 reflects the strategy and priorities of 
the Knysna Municipality within those of the Province of the Western Cape as well as 
the priorities and strategies of the National Development Plan and the strategic 
thrusts as enunciated by Minister Pravin Gordhan in his position paper on local 
government summarised in the slogan "Back to Basics". Changes in policy and 
direction cannot simply happen overnight. This budget is a significant shift in Council 
thinking whilst maintaining at all times a synergy with the Constitutional 
requirements of local government in respect of basic services and within the general 
guidelines of National Treasury guidelines. 


This draft 2017/18 Budget therefore places emphasis on inclusive growth, as well as 
a progressive programme of capital expenditures. This draft Budget also relies on 
practice of good governance and a public ethic that values honesty and fairness. If 
we act together, on these principles, as public representatives, civil servants, 
business people, youth, workers and citizens, we can overcome the challenges of 
tough economic times and difficult adjustments. 


However, the deterioration of the Knysna economy still continues in line with the 
overall South African economy. Whilst there is no doubt that the December 2016 
holiday period continued to show some depth and expansion from previous years 
and that there are now the beginnings of some economic green shoots appearing by 
way of interest in residential construction linked to higher end property, it is highly 
unlikely that the economic position of Knysna will change much in the next three to 
four budget cycles. Unfortunately, the infamous load shading has also come back to 
haunt municipal finances, a demand for cost reflective tariffs on water and sewer 
and increase in employee costs that exceed headline inflation. 


1.4 Operating Revenue Framework 

For Knysna Municipality to continue improving the quality of life of its communities 
through the delivery of quality services, it is necessary to generate sufficient revenue 
from rates and service charges. It is also important to ensure that all billable revenue 
is firstly correctly charged and secondly adequately collected. The prevailing 
economic circumstances are adding to the difficulties in collecting the revenue due 
to the municipality and additional savings initiatives will need to be implemented in 
the MTREF to ensure the financial sustainability of the municipality. 


The expenditure required to address the needs of the community will inevitably 
always exceed available funding; hence difficult choices have to be made in relation 
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to tariff increases and balancing expenditures against realistically anticipated 
revenues. 


The municipality's revenue strategy is built around the following key components: 


• National Treasury's guidelines and macroeconomic policy; 

• Revenue enhancement and maximizing the revenue base; 

• Efficient revenue management, which aims to ensure a minimum 97.0% 
annual collection rate for property rates and other key service charges; 

• Electricity tariff increases as approved by the National Electricity Regulator of 
South Africa (NERSA); 

• Moving towards cost reflective tariff increases for water, sanitation and 
refuse collection; 

• Budgeting for a moderate surplus to ensure availability of cash reserves to 
back statutory funds and provisions. 

• Fully subsidizing all indigent households in terms of the relief offered by the 
municipality 

The following table is a summary of the 2017/18 MTREF (classified by main revenue 
source): 

Table 2 Summary of revenue classified by main revenue source 


Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Revenue By Source 




Property rates 

200,735 

212,377 

224,910 

Service charges - electricity revenue 

233,235 

246,762 

261,320 

Service charges - water revenue 

71,324 

75,462 

79,916 

Service charges - sanitation revenue 

14,034 

14,850 

15,727 

Service charges - refuse revenue 

21,033 

22,359 

25,040 

Service charges - other 

4,979 

5,267 

5,577 

Rental of facilities and equipment 

6,328 

6,693 

7,087 

Interest earned - external investments 

9,700 

10,262 

10,868 

Interest earned - outstanding debtors 

3,541 

3,745 

3,967 

Fines, penalties and forfeits 

98,429 

98,799 

99,013 

Licences and permits 

1,482 

1,569 

1,661 

Agency services 

2,763 

2,923 

3,095 

Transfers recognised - operational 

140,596 

113,085 

102,189 

Other revenue 

4,479 

4,738 

5,016 

Gains on disposal of PPE 

500 

500 

500 

Total Revenue (excluding capital transfers 
and contributions) 

813,157 

819,391 

845,886 


Revenue generated from services charges remain the major source of revenue for 
the municipality amounting to 42.4% of total revenue. 


MTREF 2017/2018 - 2019/20 


Page | 32 


The second largest source is property rates totaling R 200.7 million. Grants and 
subsidies is the third largest revenue source totaling R 140.5 million in 2017/18 and 
in the main comprising of Equitable Share allocated through the Division of Revenue 
Act and Provincial housing allocation for the construction of Houses. Other operating 
grants include the Finance management grant, municipal systems improvement 
grant as well as EPWP incentive grant. 

Other revenue consists of various items such as income received from permits and 
licenses, building plan fees, connection fees, fines collected and other sundry 
receipts and totals R 127.2 Million for the 2017/2018 financial year. Departments 
have been urged to review the tariffs of these items on an annual basis to ensure 
they are cost reflective and market related. 


Table 3 Operating Transfers and Grant Receipts 


Description 

R thousand 

2017/18 Medium Term Revenue & 

Expenditure Framework 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

RECEIPTS: 




Operating Transfers and Grants 




National Government: 

79 628 

86 123 

92 726 

Local Government Equitable Share 

70 833 

78 409 

85 140 

CoGTA: Municipal Infrastructure Grant (MIG) 

4 234 

4 445 

3 440 

DME: Integrated National Electrification (INEP) 

368 

491 

1 596 

NT: Neighbourhood Development Partnership 

1 228 

1 228 

- 

Municipal Systems Improvement 

- 

- 

1 000 

Finance Management 

1 550 

1 550 

1 550 

EPWP Incentive 

1 415 

- 

- 

Provincial Government: 

60 968 

26 962 

9 463 

LG&H: Community Development Worker 

56 

56 

56 

LG&H: Integrated Housing & Human Settlements 

52 851 

18 460 

480 

CA: Library Conditional Operational 

7 979 

8 446 

8 927 

PW: Maintenance of Proclaimed Roads 

82 

- 

- 

Total Operating Transfers and Grants 

140 596 

113 085 

102 189 


Tariff Setting and Tariff Implications of the Annual Budget 

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When 
rates, tariffs and other charges were revised, local economic conditions, input costs 
and the affordability of services were taken into account to ensure the financial 
sustainability of the Municipality. 

National Treasury continues to encourage municipalities to keep increases in rates, 
tariffs and other charges within CPI. Municipalities should justify in their budget 
documentation all increases in excess of the CPI upper boundary of the South African 
Reserve Bank's inflation target. Circular 72 stated that, if municipalities continue to 
act in this manner that increase tariff above inflation, the National Treasury will have 
no other option but to set upper limits of tariff increases for property rates and 
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service charges to which municipalities will have to conform. Excessive increases are 
likely to be counterproductive to economic growth and development, resulting in 
higher levels of non-payment. 

The 0.31 percent increases in the average Eskom bulk purchase price as indicate on 
NERSA consultation paper on tarrif benchmarking. 

Other factors contributing to the rising cost include the anticipated collectively 
agreed upon wage increase which is above upper boundary, the excessive increase in 
the price of petrol and diesel as well as chemicals, spares and other materials that 
collectively contribute to the extent that tariffs needs to be increased annually. 


1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the 
effective property rate tariff is therefore an integral part of the municipality's 
budgeting process. The upward adjustment in revenue can mainly be ascribed to the 
changing in a variety of categories. A moderate, below inflation increase of 6% in the 
assessment rates tariff is none the less proposed for the 2017/2017 financial year. 

The following stipulations in the Property Rates Policy are highlighted: 

• The first R 15 000 of the market value of a property used for residential 
purposes is exempted from the rate-able value (Section 17(h) of the MPRA). 
Additionaly the Municipality also further provide for residential properties a R 
85 000 as non ratebale, therefore the total non ratebale value for residential 
properties is R100 000. 

• 100% rebate will be granted to registered indigents in terms of the Indigent 
Policy, based on the maximum usage as contained in the policy. 

• Relief measures based on income also provides for rebates The following 
conditions apply to the granting of the rebates 

The rate-able property concerned must be occupied only by the 
applicant and his/her spouse. 

The applicant must submit proof of his/her age and identity and also 
proof of the annual income. 

The property must be categorized as residential. 

• The Municipality may also award a 100% rebate on the assessment rates of 
rate-able properties of certain classes such as registered welfare 
organizations, institutions or organizations performing charitable work and 
public benefit organizations as defined in the property rates policy of the 
municipality. The owner of such a property must apply to the Chief Financial 
Officer in the prescribed format and at the prescribed date in order to qualify 
for the relief. 
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The categories of rate-able properties for purposes of levying rates and the proposed 
rates for the 2017/18 financial year based on a 6 % increase from 1 July 2017 is 
contained below: 


Table 4 Comparison of 2016/2017 levied to proposed rates for 2017/18 


PROPERTY RATES 

Category 

Current Tariff 

ProDosed tariff 

(1 July 2016) 

(from 1 July 201 7) 


c/R 

c/R 

Domestic 



Residential properties 

R 0.0070423 

R 0.0077380 

Accommodation Establishments where the number 
of lettable bedrooms is equal to or less than 8 

R 0.0079226 

R 0.0077380 

Business 



Business & Commercial 

R 0.0140846 

R 0.0154770 

Accommodation Establishments where the 

number of lettable bedrooms exceed 8 

R 0.0140846 

R 0.0154770 

Vacant land 



Domestic 

R 0.0126762 

R 0.0139290 

Business 

R 0.0140846 

R 0.0154770 

Domestic: Non-urban vacant 

R 0.0126762 

Discontinued 

Other 


Agricultural property 

R 0.0014085 

R 0.0019350 

(a) Public service infrastructure 

R 0.0017606 

R 0.0019350 

(b) Public benefit organisations 

R 0.0017606 

R 0.0019350 


1.4.2 Sale of Water and Impact of Tariff Increases 

South Africa and Knysna in particular faces similar challenges with regard to water 
supply as it did with electricity, since demand growth outstrips supply. South Africa 
is in the midst of its worst drought in at least two decades, threatening agricultural 
output and pushing up food prices. Five provinces - North West, KwaZulu-Natal, Free 
State, Limpopo and Mpumalanga - were declared disaster areas in 2015, allowing for 
a coordinated national response. Knysna Municipality has put out various alerts on 
water conservation measures. To date Knysna has provided all domestic account 
holders with 6 kilo-litres per month for free. This is despite national policy which only 
requires the free allocation to be given to indigent residents. In this darft budget, 
non-indigent residents will receive only 3 kilo-litres free water. 

Budget Circular 67 makes specific reference to the fact that water tariffs should be 
cost reflective and that municipalities should ensure that water complies with all 
applicable quality standards. The water tariff structure must therefore ensure that: 

• Water tariffs are fully cost-reflective - including the cost of maintenance and 
renewal of purification plants, water networks and the cost associated with 
reticulation expansion; 
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• Water tariffs are structured to protect basic levels of service and ensure the 
provision of free water to the poorest of the poor (indigent); and 

• Water tariffs are designed to encourage efficient and sustainable 
consumption. 

A tariff increase of 6% from 1 July 2017 for water is proposed. This is based on input 
cost assumptions inclusive of the increase in the cost of bulk water from Department 
of Water Affairs, increased wage bill of 7.5% and the cost of other inputs increasing 
by between 5% and 7%. Knysna Municipality will be doing a comprehensive review 
of the water tarrifs in the new financial year and it is anticipated that this project will 
be completed before the start of the 2018/19 budget process. 

A summary of the proposed tariffs for households (residential) and non-residential 
are as follows: 


Tables Proposed Water Tariffs 


CATEGORY 

CURRENT TARIFFS 

PROPOSED TARIFFS 


2016/17 

2017/18 


Rand per k€ 

Rand per k€ 

NORMAL DOMESTIC CONSUMPTION 



Basic/Minimum Charge p.m 

159.89 

169.48 

(i) 0 to 6 kt Indigents only 

- 

- 

(ii) Above 0 to 3 kt 

- 

- 

(iii) Above 4 to 10 kt 

11.92 

12.63 

(iv) Above 1 1 to 20 kt 

19.14 

20.29 

(v) Above 21 to 30 kt 

22.97 

24.35 

(vi) Above 31 to 40 kt 

29.86 

31.65 

(vii) Above 41 kt 

41.80 

44.31 

RAW WATER (By Agreement ) : - 



(i) Consumption charge: First 0 - 6 Kl 

- 

- 

(ii) Consumption charge: Next 7 - 15 Kl 

3.31 

4.14 

(ii) Consumption charge: Next 16 - 30 Kl 

4.97 

5.27 

(ii) Consumption charge: Next 31 - 60 Kl 

8.29 

8.79 

(ii) Consumption in excess of 60 Kl 

13.26 

14.06 


1.4.3 Sale of Electricity and Impact of Tariff Increases 

NERSA has announced the revised bulk electricity pricing structure. A 0.31 percent 
increase in the Eskom bulk electricity tariff to municipalities will be effective from 1 
July 2017. 

Considering the Eskom increases, the consumer tariff had to be increased by 1.88% 
to offset the additional bulk purchase cost as well as recover the additional cost 
components such as the increase in the wage bill, general expenditure and increased 
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maintenance and material cost for the 2017/2018 financial year. The previous years 
above average increase in electricity prices may result in a downward trend in the 
average consumption patterns of consumers in an attempt to mitigate the effect of 
the increased cost of electricity resulting in a negative impact on the municipal 
electricity revenue. 


Registered indigents as well as sub-economic consumers will again be granted 50 
kWh per month free of charge. 


The following tables shows the impact of the proposed increases in electricity tariffs 
on the electricity charges for domestic customers: 


Table 6 Comparison current vs. new electricity charges (Domestic 20Amp) 


Monthly Consumption 

Current amount 
payable 

Proposed amount 
payable 

Difference 

increase 

Percentag 
e change 

Block 1: 0 - 50kWh - The first 50kWh free 

R 0.94 

R 0.96 

0.02 


Block 2: 51 - 350kWh 

R 1.19 

R 1.21 

0.02 


Block 3: 351 - 600kWh 

R 1.70 

R 1.73 

0.03 

1.88% 

Block 4: > 600kWh 

R2.0I 

R2.05 

0.04 

1.88% 

No daily rate 

R 0.00 

R 0.00 

- 

0.00% 


Table 7 Comparison current vs. new electricity charges (Domestic 60Amp) 


Monthly Consumption 

Current amount 
payable 

Proposed amount 
payable 

Difference 

increase 

Percentage 

change 

kWh 

R 

R 

R 


Block 1: 0 - 50kWh 

R 0.94 

R 0.96 

R0.02 

1.88% 

Block 2: 51 - 350kWh 

R 1.19 

R 1.21 

R0.02 

1.88% 

Block 3: 351 - 600kWh 

R 1.70 

R 1.73 

R0.03 

1.88% 

Block 4: 601 - 800kWh 

R2.01 

R 2.05 

R0.04 

1.88% 

Daily rate 

R4.10 

R4.18 

R0.08 

1.88% 


Table 8 Comparison current vs. new electricity charges (All inclusive) 


Monthly Consumption 

Current amount 
payable 

Proposed amount 
payable 

Difference 

increase 

Percentage 

change 

Block 1: 0 - 50kWh - The first 50kWh free 

R 1.23 

R 1.25 

0.02 

1.88% 

Block 2: 51 - 350kWh 

R 1.53 

R 1.56 

0.03 

1.88% 

Block 3: 351 - 600kWh 

R 1.74 

R 1.77 

0.03 

1.88% 

Block 4: > 600kWh 

R 2.05 

R2.09 

0.04 

1.88% 

No daily rate 

R 0.00 

R0.00 

- 

0.00% 


1.4.4 Sanitation and Impact of Tariff Increases 

A tariff increase of 6% for sanitation from 1 July 2017 is proposed. The increase in 
tariffs can also be ascribed to rising wage cost, the increase in electricity used in 
purification and pumping processes, the increase in fuel prices and the general 
increase in the price of goods and services. It must also be emphasized that the 
municipality must ensure that purification processes complies with quality standards 
and that green drop status is maintained. Budgetary allocation need to be looked at 
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for the employment of process controllers and other waste water purification staff 
members critical in maintaining high quality purification processes. 

Table 9 Comparison between current sanitation charges and new, per consumer 
type 



TARIFF PER 

Annum 

TARIFF PER Annum 

Difference 

% change 

Business 





Within a Radius of 10 Km of the Treatment 

Works 

R661 

R 701 

39.66 

6.00% 

Removals in excess of 10 Km of the Treatment 

Works and additional to 3. 1.2. 1.1 

R 17 

R 18 

0.99 

6.00% 

Domestic - Freehold Erven 



- 


Within a Radius of 10 Km of the Treatment 

Works 

R661 

R 701 

39.66 

6.00% 

Transport point of service: From plant to 
customer and back to nearest plant 

R 17 

R 18 

0.99 

6.00% 

SEWERAGE / SEPTIC TANK CLEARANCES 

WEEKENDS & PUBLIC HOLIDAYS 



. 


Within a Radius of 10 Km of the Treatment 

Works 

R759 

R 805 

45.55 

6.00% 

Transport point of service: From plant to 
customer and back to nearest plant 

R 17 

R 18 

0.99 

6.00% 


1.4.5 Waste Removal and Impact of Tariff Increases 

Budget circular 66 and 67 state that municipalities should strive to budget for a 
moderate surplus in order to ensure that the required funding levels are maintained 
and to ensure that the provision for the rehabilitation of the land fill site is cash 
backed. The Municipality is currently in a process to close the current land fill site 
and it is therefore of essence that sufficient funds are available for the rehabilitation 
of the landfill site. The rehabilitation amount will need to be factored in for the 
2018/19 financial year once estimated cost have been recievd from the concultant. 
The municipality has no alternative but to transport its waste to the Petro SA 
dumpsite at an exorbitant cost. In an attempt to reduce this cost, composting of 
green waste will have to be looked at to reduce the volumes. Recycling must 
promoted to further reduce the volumes and subsequent cost of transporting of 
waste. The combined cost of transporting, composting and recycling is estimated at 
R 6.6. Million for the 2016/2017 financial year. 

In accordance with the National Treasury directive cost reflective tariff setting is 
engaged with resulting in an increase of 18.0% in the waste removal tariff with effect 
from 1 July 2017. To avoid further higher than normal increases in the refuse tariff it 
is essential that consumers make use of composting and recycling to reduce refuse 
volumes. 

In order to ensure that all owners of property contribute fairly towards to cost 
associated with the service an availability charge for refuse is implemented as the 
refuse facilities needs to make provision for all possible units of refuse generated 
measured in terms of all approved erven. 

The following table compares current and proposed amounts payable from 1 July 
2017: 
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Table 10 Comparison between current waste removal fees and increases 



Current Tariff 

Proposed Tariff 

Difference 

% 


2016/2017 

2017/2018 

Per Annum 

Difference 

One removal per bin per week 

Per Annum (R) 

Per Annum (R) 

Per Annum 


ANNUAL REFUSE CHARGES LEVIED PER PREMISES 




DOMESTIC 





Domestic Residential - Full level of service Door 
to Door Subject to paragraph 2.2. 

R 924 

R 1,090.32 

R 166.32 

18% 

(ii) Only existing developments with approved 
contracts will qualify for a rebate (Montage 
Village, Hunters Estate, Westford Bridge, 
Brenton Park) 

R 554 

R 653.48 

R 99.68 

18% 

(iii) Only existing phases of developments with 
approved contracts will qualify for a rebate 
(Own Haven) 

R 342 

R 404.14 

R 61.65 

18% 

BUSINESS AND OTHER PROPERTIES 




Cat.l 1 wheelie bin per premises p.w 

R 1,632 

R 1,926.30 

R 293.84 

18% 

Cat.2 2-3 wheelie bin per premises p.w 

R 9,769 

R 11,527.77 

R 1,758.47 

18% 

Cat. 3 4-5 wheelie bin per premises p.w 

R 19,540 

R 23,057.61 

R 3,517.26 

18% 

Cat.4 6-7 wheelie bin per premises p.w 

R 29,310 

R 34,585.39 

R 5,275.74 

18% 

Cat. 5 8-9 wheelie bin per premises p.w 

R39,081 

R 46,1 15.23 

R 7,034.53 

18% 

Cat. 6 10- 11 wheelie bin per premises p.w 

R 48,851 

R 57,644.04 

R 8,793.16 

18% 

Cat. 7 12-13 wheelie bin per premises p.w 

R 58,621 

R 69,172.84 

R 10,551.79 

18% 

Cat. 8 14-15 wheelie bin per premises p.w 

R 68,393 

R 80,703.72 

R 12,310.74 

18% 

Cat. 9 16-18 wheelie bin per premises p.w 

R 87,932 

R 103,760.30 

R 15,827.84 

18% 

Cat.10 19- 20 wheelie bin per premises p.w 

R 97,703 

R 115,289.10 

R 17,586.47 

18% 

Cat. 11 21-28 wheelie bin per premises p.w 

R 136,783 

R 161,404.33 

R 24,621.00 

18% 

Cat.12 29-30 wheelie bin per premises p.w 

R 146,554 

R 172,933.14 

R 26,379.63 

18% 

Cat. 13 31-47 wheelie bin per premises p.w 

R 148,183 

R 174,856.33 

R 26,673.00 

18% 

Cat. 14 48-49 wheelie bin per premises p.w 

R 242,642 

R 286,317.69 

R 43,675.58 

18% 

VACANT ERVEN 





- Availability charge, per vacant erf 

R 1,419 

R 1,674.77 

R 255.47 

18% 

SPECIAL REFUSE REMOVALS 





-Special Removal 

R 1,360 

R 1,604.25 

R 244.72 

18% 

- Charge per ton 

R 396 

R 467.16 

R 71.26 

18% 

Charge for the removal of rejected waste 
(foodstuffs) 

R 83 

R 98.13 

R 14.97 

18% 

Weekend Removal (Waterfront) 

Per Load 

R 464 

R 547.50 

R 83.52 

18% 

DISPOSAL FEE 





Per Ton - (Per ton and for every additional ton) 

R 259 

R 305.51 

R 46.60 

18% 

Per LDV up to 1 Ton 

R 259 

R 305.51 

R 46.60 

18% 

Per LDV over 1 Ton 

R 259 

R 305.51 

R 46.60 

18% 

For each ton of the vehicle above 2 tons (3 
ton R 47 + R 47 = R 93) 

R 259 

R 305.51 

R 46.60 

18% 

Per Trailer up to 1 ton 

R 259 

R 305.51 

R 46.60 

18% 

Per Trailer over I ton 

R 259 

R 305.51 

R 46.60 

18% 

For each ton of the vehicle above 2 tons (3 
ton R 47 + R 47 = R 93) 

R 259 

R 305.51 

R 46.60 

18% 

HIRE OF BULK CONTAINER 





770 Litre - Hire of bulk container 

R 114 

R 134.26 

R 20.48 

18% 

SALE OF WHEELIE BINS 





240 Litre "Wheelie Bin" 

R 664 

R 783.63 

R 119.54 

18% 

REFUSE (NEW ERVEN) COLLECTION CHARGE 




Single residential 

R 950 

R 1,120.64 

R 170.95 

18% 

Group housing scheme 

R 903 

R 1,065.84 

R 162.59 

18% 

Commercial 

R 10,174 

R 12,005.13 

R 1,831.29 

18% 

PROVISION OF CONTAINERS FOR SPECIAL EVENTS 




240 Litre "Wheelie Bin" 

R44 

R 52.06 

R 7.94 

18% 

770 Litre Container 

R 132 

R 156.18 

R 23.82 

18% 


Note that in all instances the overall impact of the tariff increases on household's 
bills has been kept to between 5% and 6%, with the increase for indigent households 
of 0% due to full subsidization. 
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1.5 Operating Expenditure Framework 

Knysna Municipality's expenditure framework for the 2017/18 budget and MTREF is 
informed by the following: 

• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expenditure should not exceed 
operating revenue) unless there are existing uncommitted cash-backed 
reserves to fund any deficit; 

• The financial recovery of the municipality to ensure the required funding 
levels are achieved and maintained. 

• Continued provision of basic services 

• Financial sustainability 

• Operational gains and efficiencies will be directed to ensure appropriate cash 
backing of statutory funds, provisions and reserves as well as funding the 
capital budget and other core services. 

The following table is a high level summary of the 2017/18 budget and MTREF 
(classified per main type of operating expenditure): 


Table 11 Summary of operating expenditure by std classification item 


Description 

R thousand 

2017/18 Medium Term Revenue & 

Expenditure Framework 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Expenditure By Type 




Employee related costs 

220,119 

240,320 

254,520 

Remuneration of councillors 

8,302 

8,746 

9,263 

Debt impairment 

82,993 

87,808 

92,990 

Depreciation & asset impairment 

30,899 

30,116 

29,774 

Finance charges 

19,502 

20,629 

21,839 

Bulk purchases 

157,625 

170,235 

183,854 

Other Materials 

31,746 

33,587 

35,567 

Contracted services 

29,676 

29,955 

31,723 

Transfers and subsidies 

2,280 

2,412 

2,555 

Other ex penditure 

228,839 

197,214 

183,110 

Loss on disposal of PPE 

- 

- 


Total Expenditure 

811,980 

821,023 

845,194 


The budgeted allocation for employee related costs for the 2017/18 financial year 
totals R 220.1 Million, which equals 27.1% of the total operating expenditure. Based 
on the collective SALGBC wage agreement, salary increases have been factored into 
this budget at a percentage increase of 7.5% for the 2017/18 financial year. 


In order to ensure economic viability and to not overstretch the already limited 
financial resources, cash management this percentage of employee related cost in 
relation to total budget need to be maintained at less than 29%. Only the positions 
that are critical for service delivery must be budgeted for the 2017/2018 financial 
year. These positions should mainly be at electricity services, water and waste water. 
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fire services and to some extent all areas where work is currently done by 
consultants in order to build internally capacity. The latter is in line with National 
Treasury advocacy on use of external service providers. 

The cost to fill the new proposed organizational structure must still be determined. 
The new proposed orgonagram will only be completed during the financial year. In 
this MTREF funding is only based on the current approved structure, once the new 
organogram is finalized, positions will be filled in a staggering approach, meaning 
core service delivery positions and some critical positions are funded in the first year 
and other department positions be funded in the following year as resources 
becomes available. 

The cost associated with the remuneration of public office bearers is determined by 
the Minister of Co-operative Governance and Traditional Affairs in accordance with 
the Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998). The 
remuneration cost of councilors is partially subsidized through the equitable share 
allocation awarded to the municipality in terms of the division of revenue Act. An 
allocation in the amount of R 70.8 million is awarded to Knysna for the 2017/2018 
financial year. 

The provision of debt impairment was determined based on an annual collection rate 
of 97.0% and the Debt Write-off Policy of the Municipality. The current average 
collection rate equals 95.0% as at end of February 2017 and it is anticipated that the 
recovery of debt, through the increase in debt collection action will reach a level of 
97.0% upon conclusion of the current financial year. The provision amounts to R 
82.9 million for the 2017/18 financial year. 

Provision for depreciation and asset impairment has been informed by the 
Municipality's Asset Management Policy. Depreciation is widely considered a proxy 
for the measurement of the rate at which assets are consumed. Budget 
appropriations in this regard total R 30.8 million for the 2017/18 financial and 
equates to 3.8% of the total operating expenditure. 

Finance charges consist primarily of the repayment of interest on long-term 
borrowing (cost of capital). Finance charges make up 2.4% (R19.5 million) of 
operating expenditure excluding annual redemption for 2017/18 and remains 
constant through the remainder of the MTREF. Knysna Municipality has nearly 
reached its prudential limits for borrowing and care needs to be taken to ensure that 
annual finance charges remains within the affordability threshold of ratepayers and 
consumers considering the prevailing economic circumstances. 

Bulk purchases equates to 19.4% of the total expenditure and are directly informed 
by the purchase of electricity from Eskom. The annual price increases have been 
factored into the budget appropriations and directly inform the revenue provisions. 
The expenditure includes electricity distribution losses which equals 2.9%, Water 
distribution losses as at 30 June 2016 amounted to 20.8% and a concerted effort is 
necessary to ensure the reduction of the losses to within acceptable norms. 
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Consideration need to be made to appoint loss control officers in the water service 
to ensure that these losses are kept to a minimum. 

Other materials comprise of amongst others the purchase of materials and spares for 
maintenance, cleaning materials and largely Water purification chemicals. In line 
with Knysna Municipality's repairs and maintenance plan this group of expenditure 
has been prioritized to ensure sustainability of Knysna Municipality's infrastructure. 
For 2017/18 the appropriation against this group of expenditure has been set at 
R31.7 million or at 3.9%. 

Contracted services relates to the provision of services by means of the appointment 
of service providers where the necessary in-house skills are not available or have not 
yet been adequately developed. Certain functions also require the contracting of 
specialist knowledge contracted from time to time due to the fact that the 
municipality cannot afford to employ experts on a full-time basis. This expenditure 
type will increases by 1.5% or R0.4 million mainly within Finance Directorate for 
Revenue enhancement project. 

Other expenditure comprises of various line items relating to the daily operations of 
the municipality. This group of expenditure has also been identified as an area in 
which cost savings and efficiencies can be achieved. The growth in other 
expenditure amounts to 26.7% (R48.2 million) for the 2017/18 financial year and 
reduces in the outer two years mainly as a result of the Operating Grants and Repairs 
and Maintenance. 


The Equitable Share and Revenue Stresses 

The Equitable Share allocation for 2017/18 financial is at R70.8 million, increase to 
R78.4 million in the 2018/19 financial year and further increase to R85.1 million in 
the 2019/20 financial year. 

Auditor-General 

Knysna Municipality has now attained eight unqualified audit reports in a row with 
the last three being "clean". Whilst having a clean audit rather than an unqualified 
audit has absolutely no effect on the financial stability or performance of this 
Council, it does have a considerably positive effect upon the sentiment from the 
investment and banking sectors, in all their facets locally and internationally. Knysna 
Municipality has embraced the concept of "clean" governance and we will endeavour 
to attain the levels requested by Provincial government by 2021. 

Legislative compliance, good governance and clean audits requires accountable 
politicians, competent and qualified staff at all levels throughout Council 
directorates. 


MTREF 2017/2018 - 2019/20 



Page | 42 


Budget Summary 

Most of the basic information surrounding this year's budget is set out in 'Table 19: 
Budget Summary' shown in Section 4 of this document. 

The capital expenditure emphasis remains on water and sewerage infrastructure. 
The focus is predominately on water infrastructure due to the ramifications of the 
recent drought experienced. The municipality must ensure that more of the Housing 
grant is used for infrastructure rather than top structure purposes. 

Knysna had almost exclusively picked up the cost of the attendant heavy 
infrastructure associated with housing which created serious financial concerns and 
which will continue to impact for years to come. The sheer volume capacity concerns 
on the ageing infrastructure obviously remain and will also continue to be of concern 
for years to come. 


Knysna as stated is a municipality that is predominantly domestic in its tax base. The 
downturn in the national economy has meant that development has virtually ceased 
and this in turn has led to a position whereby unless the position can be reversed 
quickly Knysna will have serious difficulties. For this reason Council has taken the 
decision to fast-track economic development at all levels. Various economic 
development initiatives designed to harness the resources of private sector 
investors, together with what funding can be obtained from government, are 
planned. These include a Convention Centre, developments along the Concordia 
Road and in Nekkies, developments in the Hornlee business area and in the centre of 
town. A further proposal for development of the loerre park precinct is still early 
stage. These will come to light during the course of the year and should place the 
economy of the town on a clearly upward trajectory by the end of the financial year. 
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Financial position and MTREF strategy 


The financial position of Knysna Municipality is set out in 

Table 12 Budgeted Financial Position. 


Description 

Current Year 2016/17 

2017/18 Medium Term Revenue & Expenditure Framework 

R thousand 

Full Year Forecast 

Pre-audit outcome 

Budget Year 

2017/18 

Budget Year +1 

2018/19 

Budget Year +2 

2019/20 

ASSETS 






Current assets 






Cash 


71,495 

107,284 

139,484 

180,418 

Call investment dep 

- 

26,838 

- 

- 

- 

Consumer debtors 

- 

119,930 

138,203 

151,405 

166,292 

Other debtors 


15,063 

16,027 

17,053 

18,144 

Current portion of long-term receivables 

65 

65 

65 

65 

Inv entory 


6,118 

6,546 

7,004 

7,495 

Total current assets 

- 

239,509 

268,125 

315,012 

372,415 

Non current assets 






Long-term receivabl 

161 

161 

161 

161 

161 

Investments 

27,131 

27,131 

27,131 

27,131 

27,131 

Investment property 

99,308 

99,308 

99,308 

99,308 

99,308 

Investment in Assoc 

iate 

- 




Property, plant and i 

1,028,586 

1,028,586 

1,135,212 

1,214,709 

1,292,011 

Agricultural 


- 




Heritage Assets 

19,057 

19,057 

19,057 

19,057 

19,057 

Biological 






Intangible 

20 

20 

7 

(6) 

(20) 

Other non-current as 

1,801 

1,801 

1,801 

1,801 

1,801 

Total non current as! 

1,176,064 

1,176,064 

1,282,677 

1,362,161 

1,439,449 

TOTAL ASSETS 

1,176,064 

1,415,573 

1,550,802 

1,677,172 

1,811,864 

LIABILITIES 






Current liabilities 






Bank overdraft 






Borrow ing 

- 

12,363 

15,210 

14,680 

15,000 

Consumer deposits 


11,416 

12,147 

12,924 

13,751 

T rade and other pay 

- 

87,875 

96,544 

112,956 

132,159 

Provisions 


24,871 

26,612 

28,475 

30,468 

Total current liabiliti 

- 

136,525 

150,512 

169,035 

191,378 

Non current liabilitie 

s 





Borrow ing 

- 

131,915 

120,131 

139,728 

160,559 

Provisions 

- 

130,015 

139,116 

148,854 

159,274 

Total non current lia 

- 

261,929 

259,247 

288,582 

319,832 

TOTAL LIABILITIES 

- 

398,454 

409,759 

457,616 

511,210 

NET ASSETS 

1,176,064 

1,017,119 

1,141,043 

1,219,556 

1,300,654 

COMMUNITY WEALT 

H/EQUITY 





Accumulated Surplus/(Deficit) 

920,799 

1,039,724 

1,118,236 

1,199,334 

Reserves 


96,320 

101,320 

101,320 

101,320 

TOTAL COMMUNITY 

1,176,064 

1,017,119 

1,141,043 

1,219,556 

1,300,654 
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The only realistic figures to look at are those contained in Table A8. That shows the 
reserves to be cash backed. It would be excellent if the figure was much higher, but 
Knysna municipality has always adopted a position that its assets should be in the 
ground working for the community rather than in the bank providing no service 
delivery. 


Table 13 Cash backed reserves/ accumulated surplus reconciliation 


Description 

Current Year 2016/17 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Cash and investments available 






Cash/cash equivalents at the year end 

- 

98,333 

107,284 

139,484 

180,418 

Other current investments >90 days 

- 

- 

- 

- 

- 

Non current assets - Investments 

27,131 

27,131 

27,131 

27,131 

27,131 

Cash and investments available: 

27,131 

125,464 

134,414 

166,614 

207,549 

Application of cash and investments 






Unspent conditional transfers 

- 

5,359 

- 

- 

- 

Unspent borrowing 

- 


- 

- 

- 

Statutory requirements 






Other working capital requirements 

- 

82,516 

(50,276) 

(47,679) 

(43,151) 

Other provisions 






Long term investments committed 

- 

- 


- 


Reserves to be backed by cash/investments 



101,320 

101,320 

101,320 

Total Application of cash and investments: 

- 

87,875 

51,043 

53,641 

58,168 

Surplus(shortfall) 

27,131 

37,589 

83,371 

112,974 

149,381 


Cash Flow 

Knysna has a medium to high debt to revenue ratio. This has been commented on by 
rating agencies and occasionally by Provincial Government but it has not been of 
concern because of our approach whereby the whole budget process is driven to 
ensure the cash flow is protected as far as possible. Nevertheless Council has 
followed the policy in recent years of trying to limit its borrowings as far as possible, 
precisely because of concerns regarding the economy. Borrowings for the 2017/18 
year are planned at approximately R38. 5 million. 
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Table 14 Budgeted Cash Flow 


Description 

rent Year 201 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Pre-audit 

outcome 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 





Property rates 

182,520 

190,205 

201,758 

212,975 

Service charges 

314,348 

326,529 

346,465 

367,013 

Other revenue 

41,000 

113,149 

114,387 

115,496 

Government - operating 

90,633 

140,596 

113,085 

102,189 

Government - capital 

78,637 

58,101 

34,509 

35,972 

Interest 

11,110 

13,055 

13,820 

14,624 

Payments 





Suppliers and employees 

(539,786) 

(676,307) 

(680,057) 

(698,037) 

Finance charges 

(14,542) 

(19,502) 

(20,629) 

(21,839) 

Transfers and Grants 

(6,025) 

(2,280) 

(2,412) 

(2,555) 

NET CASH FROM/(USED) OPERATING ACTIVITj 157,895 

143,546 

120,926 [ 

125,839 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 





Proceeds on disposal of PPE 

800 

500 

500 

500 

Decrease (Increase) in non-current debtors 

- 

- 

- 

- 

Decrease (increase) other non-current receivable 


- 

- 

- 

Decrease (increase) in non-current investments 

(3,008) 

- 

- 

- 

Payments 





Capital assets 

(145,497) 

(137,512) 

(109,600) 

(107,062) 

NET CASH FROM/(USED) INVESTING ACTIVITIE 

(147,705) 

(137,012) 

(109,100)| 

(106,562) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 





Short term loans 

- 

- 

- 

- 

Borrowing long term/refinancing 

25,173 

38,570 

34,806 

35,511 

Increase (decrease) in consumer deposits 

1,562 

731 

777 

827 

Payments 





Repayment of borrowing 

(14,158) 

(14,117) 

(15,210) 

(14,680) 

NET CASH FROM/(USED) FINANCING ACTIVIT 

12,577 

25,183 

20,374 j 

21,658 

NET INCREASE/ (DECREASE) IN CASH HELD 

22,766 

31,717 

32,200 ' 

40,934 

Cash/cash equivalents at the year begin: 

75,566 

75,566 

107,284 

139,484 

Cash/cash equivalents at the year end: 

98,333 

107,284 

139,484 

180,418 


National, Provincial & District priorities 
The National, Provincial and District Context 

The Municipality's budget must always be seen within the context of the policies and 
financial priorities of National and Provincial government. All spheres of Government 
are partners in meeting the service delivery challenges we face in Knysna and the 
municipality cannot meet these challenges alone. South Africa has achieved 
considerable success in reaching the current level of macroeconomic stability 
notwithstanding the current world economic situation, but our own local economy is 
still plagued with levels of unemployment and poverty which are higher than the 
provincial norm. 
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The following table shows the allocations to Knysna Municipality as set out in the 
National Division of Revenue Bill of 2017 in the MTREF period: 


Table 15 Allocation to Municipality 


Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

RECEIPTS: 

Operating Transfers and Grants 




National Government: 

79 628 

86 123 

92 726 

Local Government Equitable Share 

70 833 

78 409 

85 140 

CoGTA: Municipal Infrastructure Grant (MIG) 

4 234 

4 445 

3 440 

DME: Integrated National Electrification (INEP) 

368 

491 

1 596 

NT: Neighbourhood Development Partnership 

1 228 

1 228 

- 

Municipal Systems Improvement 

- 

- 

1 000 

Finance Management 

1 550 

1 550 

1 550 

EPWP Incentive 

1 415 

- 

- 

Provincial Government: 

60 968 

26 962 

9 463 

LG&H: Community Development Worker 

56 

56 

56 

LG&H: Integrated Housing & Human Settlements 

52 851 

18 460 

480 

CA: Library Conditional Operational 

7 979 

8 446 

8 927 

PW: Maintenance of Proclaimed Roads 

82 

- 

- 

Total Operating Transfers and Grants 

140 596 

113 085 

102 189 

Capital Transfers and Grants 




National Government: 

32 578 

34 509 

35 972 

CoGTA: Municipal Infrastructure Grant (MIG) 

21 174 

22 228 

24 568 

DME: Integrated National Electrifcation (INEP) 

2 632 

3 509 

11 404 

NT: Neighbourhood Development Partnership 

8 772 

8 772 

- 

Provincial Government: 

25 523 

- 

- 

LG&H: Integrated Housing & Human 




Settlements 

25 523 

- 

- 

Total Capital Transfers and Grants 

58 101 

34 509 

35 972 

TOTAL RECEIPTS OF TRANSFERS & GRANTS 

198 697 

147 594 

138 161 


mSCOA 

The Municipal Regulations on a Standard Chart of Accounts (mSCOA) is applicable to 
all municipalities and municipal entities with effect from 01 July 2017. Knysna 
Municipality was selected as a pilot side and as a pilot site it was expected that the 
Municipality to be fully compliant with mSCOA effective 1 July 2016. The mSCOA 
project of National Treasury and the resources required, human and financial, to 
undertake it successfully is imposing strains upon the administration. MSCOA is not a 
simple financial system change, it is a change in the manner in which Council 
undertakes and reports on its business activities. A separate report in this regard is 
submitted to council. 
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Conclusion 

The 2017/18 budget for Knysna Municipality, like 2016/17, has been an extremely 
challenging exercise where the cost of increased service delivery to its ever-growing 
poor population is clearly becoming increasingly unaffordable in the context of its 
limited revenue budget. The topography of Knysna is such that the basic services we 
are constitutionally obliged to perform means that they will always cost more than 
other municipality's. 

The only options for Knysna therefore remain to (i) aggressively grow its status as a 
preferred international tourist hub, (ii) actively seeking investment in environment- 
friendly manufacturing capacity to create more jobs and (iii) attracting more services 
companies to Knysna to create more jobs. In addition, Knysna will have to source 
funds over the next ten years to invest more in infrastructure e.g. broadband as that 
will undoubtedly spur higher economic growth rates in the Knysna area and not 
result in the loss of investment to neighbouring municipalities such as George. 
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Section 4 - Annual Budget Tables 

The intention of this Section is two-fold. 

Firstly, the following tables form the basis of the Executive Mayor tabling the annual 
budget for 2017/18: 

• Table A2: Budgeted Financial Performance (expenditure by standard 
classification) 

• Table A3: Budgeted Financial Performance (expenditure by municipal vote) 

• Table A4: Budgeted Financial Performance (revenue by source) 

• Table A5: Budgeted Capital Expenditure for both multi-year and single year 
appropriations by vote, standard classification and funding 

Secondly, this section presents and explains the various tables that must be compiled 
as required by National T reasury. Some of the tables are variations on a theme which 
will allow NT to put out macro statistics. Whilst this is a good practice, it can become 
a tad repetitive at the micro or local level. It has therefore been decided to only 
comment on a table when there is something important or relevant to mention. 
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Table 16 - Budgeted Summary 


Description 

Current Year 2016/17 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousands 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Financial Performance 






Property rates 

- 

- 

200,735 

212,377 

224,910 

Service charges 

- 

- 

344,605 

364,700 

387,580 

Investment revenue 

- 

- 

9,700 

10,262 

10,868 

T ransfers recognised - operational 

- 

- 

140,596 

113,085 

102,189 

Other ow n rev enue 

- 

- 

117,522 

118,967 

120,339 

Total Revenue (excluding capital transfers 

- 

- 

813,157 

819,391 

845,886 

and contributions) 






Employee costs 

- 

- 

220,119 

240,320 

254,520 

Remuneration of councillors 

- 

- 

8,302 

8,746 

9,263 

Depreciation & asset impairment 

- 

- 

30,899 

30,116 

29,774 

Finance charges 

- 

- 

19,502 

20,629 

21,839 

Materials and bulk purchases 

- 

- 

189,371 

203,822 

219,421 

Transfers and grants 

- 

- 

2,280 

2,412 

2,555 

Other expenditure 

- 

- 

341,508 

314,977 

307,822 

Total Expenditure 

- 

- 

811,980 

821,023 

845,194 

Surplus/(Deficit) 

- 

- 

1,177 

(1,632) 

692 

Transfers and subsidies - capital (monetary alloc 


- 

58,101 

34,509 

35,972 

Contributions recognised - capital & contributed a 

- 

- 

- 

- 

- 

Surplus/(Deficit) after capital transfers & 

- 

- 

59,278 

32,877 

36,664 

contributions 






Share of surplus/ (deficit) of associate 

- 

- 

- 

- 

- 

Surplus/(Deficit) for the year 

— 

— 

59,278 

32,877 

36,664 

Capital expenditure & funds sources 






Capital expenditure 

- 

- 

137,512 

109,600 

107,062 

T ransfers recognised - capital 

- 

- 

58,101 

34,509 

35,972 

Public contributions & donations 

- 

- 

- 

- 

- 

A5: Borrowing 

- 

- 

38,570 

34,806 

35,511 

A5: Internal - Surplus cash 

- 

- 

40,842 

40,284 

35,580 

Total sources of capital funds 

- 

- 

137,512 

109,600 

107,062 

Financial position 






Total current assets 

- 

239,509 

268,125 

315,012 

372,415 

Total non current assets 

1,176,064 

1,176,064 

1,282,677 

1,362,161 

1,439,449 

Total current liabilities 

- 

136,525 

150,512 

169,035 

191,378 

Total non current liabilities 

- 

261,929 

259,247 

288,582 

319,832 

Community wealth/Equity 

1,176,064 

1,017,119 

1,141,043 

1,219,556 

1,300,654 

Cash flows 






Net cash from (used) operating 

- 

157,895 

143,546 

120,926 

125,839 

Net cash from (used) investing 

- 

(147,705) 

(137,012) 

(109,100) 

(106,562) 

Net cash from (used) financing 

- 

12,577 

25,183 

20,374 

21,658 

Cash/cash equivalents at the year end 

- 

98,333 

107,284 

139,484 

180,418 

Cash backing/surplus reconciliation 






Cash and investments available 

27,131 

125,464 

134,414 

166,614 

207,549 

Application of cash and investments 

- 

87,875 

51,043 

53,641 

58,168 

Balance - surplus (shortfall) 

27,131 

37,589 

83,371 

112,974 

149,381 

Asset management 






Asset register summary (WDV) 

1,127,913 

1,234,527 

1,234,527 

1,314,011 

1,391,299 

Depreciation 

- 

30,899 

30,899 

30,116 

29,774 

Renewal of Existing Assets 

- 

- 

53,462 

46,040 

50,271 

Repairs and Maintenance 

- 

71,325 

71,325 

77,317 

74,285 

Free services 






Cost of Free Basic Services provided 

- 

- 

- 

- 

- 

Revenue cost of free services provided 

- 

63,714 

63,714 

66,559 

70,570 

Households below minimum service level 






Water: 

- 

- 

- 

- 

- 

Sanitation/sew erage: 

- 

- 

- 

- 

- 

Energy : 

- 

- 

- 

- 

- 

Refuse: 

- 

- 

- 

- 

- 
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Revenue 

Total revenue before capital transfers and contributions will increase by 11.3% from 
current year's adjusted budget. 

Expenditure 

Total Operational Expenditure will increase by 11.9% (R87.1 million) overall against 
the 2016/17 Adjusted budget. 


Table 17 - Budgeted Financial Performance 

by functional classification) 

Functional Classification Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Revenue - Functional 




Governance and administration 

239,940 

252,622 

267,821 

Executive and council 

14,022 

11,597 

13,098 

Finance and administration 

225,918 

241,025 

254,723 

Internal audit 

- 

- 

- 

Com m unity and public safety 

90,361 

36,449 

20,984 

Community and social services 

14,066 

16,063 

18,563 

Sport and recreation 

1,924 

2,035 

2,155 

Public safety 

127 

135 

143 

Housing 

74,244 

18,216 

123 

Health 

- 

- 

- 

Economic and environmental services 

111,094 

109,985 

99,879 

Planning and development 

14,087 

12,827 

2,994 

Road transport 

97,007 

97,158 

96,885 

Environmental protection 

- 

- 

- 

Trading services 

429,863 

454,845 

493,174 

Energy sources 

248,672 

275,239 

300,795 

Water management 

110,015 

107,371 

111,158 

Waste water management 

33,476 

30,826 

35,560 

Waste management 

37,700 

41,409 

45,663 

Other 

- 

- 

- 

Total Revenue - Functional 

871,258 

853,900 

881,858 

Expenditure - Functional 




Governance and administration 

185,831 

191,912 

194,514 

Executive and council 

49,495 

47,811 

43,015 

Finance and administration 

130,837 

138,286 

145,684 

Internal audit 

5,500 

5,815 

5,815 

Com m unity and public safety 

135,854 

105,316 

94,470 

Community and social services 

27,038 

28,756 

30,404 

Sport and recreation 

17,295 

18,862 

19,934 

Public safety 

16,702 

17,588 

18,594 

Housing 

68,085 

32,899 

17,901 

Health 

6,734 

7,211 

7,636 

Economic and environmental services 

156,260 

166,477 

175,856 

Planning and development 

18,490 

19,717 

20,880 

Road transport 

135,082 

143,916 

151,964 

Environmental protection 

2,689 

2,844 

3,012 

Trading services 

330,035 

353,318 

376,355 

Energy sources 

178,181 

191,835 

206,030 

Water management 

72,956 

77,903 

82,044 

Waste water management 

44,518 

47,973 

50,634 

Waste management 

34,380 

35,607 

37,647 

Other 

4,000 

4,000 

4,000 

Total Expenditure - Functional 

811,980 

821,023 

845,194 

Surplus/(Deficit) for the year 

59,278 

32,877 

36,664 
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GFS Classification 

This table reflects the operating budget in the Government Finance Statistics GFS 
Functions and Sub-functions standard classifications. These are used by NT to assist 
with the compilation of National and International accounts for comparison 
purposes, regardless of the unique organisational structures used by the different 
institutions. 


Table 18 - Budgeted Financial Performance (revenue and expenditure by municipal 
vote) 


Vote Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Revenue by Vote 




Vote 1 - Executive & Council 

13,966 

11,541 

13,042 

Vote 2 - Corporate Serv ices 

4,199 

4,439 

4,697 

Vote 3 - Financial Services 

217,742 

232,385 

246,987 

Vote 5 - Planning and Development 

88,331 

31,043 

3,117 

Vote 6 - Community Services 

153,000 

159,242 

166,389 

Vote 7 - Electrical Serv ices 

248,672 

275,239 

300,795 

Vote 8 - Technical Services 

145,348 

140,010 

146,832 

Total Revenue by Vote 

871,258 

853,900 

881,858 

Expenditure by Vote to be appropriated 




Vote 1 - Executive & Council 

42,055 

42,499 

44,453 

Vote 2 - Corporate Serv ices 

30,041 

32,670 

34,535 

Vote 3 - Financial Services 

61,358 

63,751 

68,316 

Vote 5 - Planning and Development 

100,020 

63,496 

50,059 

Vote 6 - Community Services 

193,481 

205,608 

217,534 

Vote 7 - Electrical Serv ices 

185,938 

199,971 

214,629 

Vote 8 - Technical Services 

199,087 

213,029 

215,669 

Total Expenditure by Vote 

811,980 

821,023 

845,194 

Surplus/(Deficit) for the year 

59,278 

32,877 

36,664 


Revenue by vote increases by (10.6 million) over the MTREF mainly due to property 
rates and service charges increase. 


Expenditure by vote increases by R27.7 million due to mainly increase in other 
expenditure and employee related cost. The above table provides Municipal 
Financial Performance on Municipal Vote as per MFMA and various points of note in 
this table are as follows: 
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Table 19 - Budgeted Financial Performance (revenue and expenditure) 


Description 

R thousand 

2017/18 Medium Term Revenue & 

Expenditure Framework 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Revenue By Source 




Property rates 

200,735 

212,377 

224,910 

Service charges - electricity revenue 

233,235 

246,762 

261,320 

Service charges - water revenue 

71,324 

75,462 

79,916 

Service charges - sanitation revenue 

14,034 

14,850 

15,727 

Service charges - refuse revenue 

21,033 

22,359 

25,040 

Service charges - other 

4,979 

5,267 

5,577 

Rental of facilities and equipment 

6,328 

6,693 

7,087 

Interest earned - external investments 

9,700 

10,262 

10,868 

Interest earned - outstanding debtors 

3,541 

3,745 

3,967 

Fines, penalties and forfeits 

98,429 

98,799 

99,013 

Licences and permits 

1,482 

1,569 

1,661 

Agency services 

2,763 

2,923 

3,095 

Transfers recognised - operational 

140,596 

113,085 

102,189 

Other revenue 

4,479 

4,738 

5,016 

Gains on disposal of PPE 

500 

500 

500 

Total Revenue (excluding capital transfers 

813,157 

819,391 

845,886 

and contributions) 




Expenditure By Type 




Employee related costs 

220,119 

240,320 

254,520 

Remuneration of councillors 

8,302 

8,746 

9,263 

Debt impairment 

82,993 

87,808 

92,990 

Depreciation & asset impairment 

30,899 

30,116 

29,774 

Finance charges 

19,502 

20,629 

21,839 

Bulk purchases 

157,625 

170,235 

183,854 

Other Materials 

31,746 

33,587 

35,567 

Contracted services 

29,676 

29,955 

31,723 

Transfers and subsidies 

2,280 

2,412 

2,555 

Other ex penditure 

228,839 

197,214 

183,110 

Loss on disposal of PPE 

- 

- 

- 

Total Expenditure 

811,980 

821,023 

845,194 

Surplus/(Deficit) 

1,177 

(1,632) 

692 

I ransrers and subsidies - capital (monetary 




allocations) (National / Provincial and District) 

58,101 

34,509 

35,972 

Transfers and subsidies - capital (monetary 




allocations) (National / Provincial Departmental 




Agencies, Households, Non-profit Institutions, 




Private Enterprises, Public Corporatons, Higher 

- 

- 

- 

Transfers and subsidies - capital (in-kind - all) 




Surplus/(Deficit) after capital transfers & 

contributions 

T ax ation 

Surplus/(Deficit) after taxation 

Attributable to minorities 

Surplus/(Deficit) attributable to municipality 

Share of surplus/ (deficit) of associate 

59,278 

32,877 

36,664 

59,278 

32,877 

36,664 

59,278 

32,877 

36,664 

Surplus/(Deficit) for the year 

59,278 

32,877 

36,664 
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Issues to note on this table are: 

a) Revenue 

• An overall 11.3% or R83.1 million increase on Revenue mainly as a 
result of increase in operational grant allocation and tariff hikes in 
Rates and other Services Charges tariffs. 

• The average increase on the electricity tariffs at Knysna municipality 
approximates 1.88% notwithstanding that the individual tariffs levied 
within the electricity category differs. 

b) Expenditure 

• An overall 11.9% or R87.1 million increase on Expenditure mainly due 
to increase in employee related cost and other expenditure Repairs 
and Maintenance as well as Operating Grants 
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Table 20 - Budgeted Capital Expenditure by vote, standard classification 


Vote Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Capital expenditure - Vote 

Multi-year expenditure to be appropriated 




Vote 1 - Executive & Council 

- 

- 

- 

Vote 2 - Corporate Serv ices 

- 

- 

- 

Vote 3 - Financial Services 

2,160 

925 

925 

Vote 4 - Strategic Services 

- 

- 

- 

Vote 5 - Planning and Development 

22,014 

20 

65 

Vote 6 - Community Services 

15,617 

12,048 

1,767 

Vote 7 - Electrical Services 

13,429 

11,584 

18,504 

Vote 8 - Technical Services 

50,470 

55,359 

34,654 

Capital multi-year expenditure sub-total 

103,689 

79,936 

55,915 

Single-year expenditure to be appropriated 




Vote 1 - Executive & Council 

3,860 

2,200 

2,200 

Vote 2 - Corporate Serv ices 

- 

- 

- 

Vote 3 - Financial Services 

410 

- 

- 

Vote 4 - Strategic Services 

- 

- 

- 

Vote 5 - Planning and Development 

- 

- 

- 

Vote 6 - Community Services 

15,590 

7,406 

6,540 

Vote 7 - Electrical Services 

10,465 

14,670 

- 

Vote 8 - Technical Services 

3,498 

5,388 

42,407 

Capital single-year expenditure sub-total 

33,823 

29,664 

51,147 

Total Capital Expenditure - Vote 

137,512 

109,600 

107,062 

Capital Expenditure - Functional 




Governance and administration 

10,350 

3,675 

3,540 

Executive and council 

3,860 

2,200 

2,200 

Finance and administration 

6,490 

1,475 

1,340 

Internal audit 

- 

- 

- 

Com m unity and public safety 

40,131 

18,084 

7,907 

Community and social services 

16,117 

12,148 

1,767 

Sport and recreation 

2,000 

4,836 

6,140 

Public safety 

- 

1,100 

- 

Housing 

22,014 

- 

- 

Health 

- 

- 

- 

Economic and environmental services 

14,253 

13,225 

22,100 

Planning and development 

— 

- 

- 

Road transport 

14,253 

13,225 

22,100 

Environmental protection 

- 

- 

- 

Trading services 

72,778 

74,616 

73,515 

Energy sources 

23,894 

26,254 

18,504 

Water management 

26,132 

32,070 

28,164 

Waste water management 

19,553 

15,452 

26,448 

Waste management 

3,200 

840 

400 

Other 

- 

- 

- 

Total Capital Expenditure - Functional 

137,512 

109,600 

107,062 

Funded by: 




A5: National Government 

32,578 

34,509 

35,972 

A5: Provincial Government 

25,523 

- 

- 

District Municipality 

- 

- 

- 

Other transfers and grants 

- 

- 

- 

Transfers recognised - capital 

58,101 

34,509 

35,972 

Public contributions & donations 

— 

— 

— 

A5: Borrowing 

38,570 

34,806 

35,51 1 

A5: Internal - Capital replacement reserve 

2,750 

1,200 

1,200 

A5: Internal - Surplus cash 

38,092 

39,084 

34,380 

Total Capital Funding 

137,512 

109,600 

107,062 
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• There is a substantial decrease in capital expenditure from R 145,497 million 
(adjusted budget 2016/17) to R 137.5 million is largely as a result of projects that 
were cut in the adjustments budget but receive priority in the new budget. 

• 75.4% of the total 2017/18 Capital Allocation is for multi-year projects mainly in 
Technical, Electrical and Planning and Development (Knysna Vision 2002); 24.6% 
relates to single year projects. This is a good step for long term financial planning 
and must be continued. 

• 44.2% (R58.1 million) of total allocation (R137.5 million) relates to Provincial and 
National Grants in terms of Funding Sources, 26.4% (R40.8 million) Internally 
Generated Funds and the balance of 29.3% (R38.5 million) is attributed to 
Borrowings. 
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Table 21 - Budgeted Financial Position 


Description 

Current Year 2016/17 

2017/18 Medium Term Revenue & Expenditure 

Framework 

R thousand 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2017/18 

Budget Year +1 

2018/19 

Budget Year +2 

2019/20 

ASSETS 






Current assets 






Cash 


71,495 

107,284 

139,484 

180,418 

Call investment dep 

- 

26,838 

- 

- 

- 

Consumer debtors 

- 

119,930 

138,203 

151,405 

166,292 

Other debtors 


15,063 

16,027 

17,053 

18,144 

Current portion of lor 

g-term receivables 

65 

65 

65 

65 

Inventory 


6,118 

6,546 

7,004 

7,495 

Total current assets 

- 

239,509 

268,125 

315,012 

372,415 

Non current assets 






Long-term receivabl 

161 

161 

161 

161 

161 

Investments 

27,131 

27,131 

27,131 

27,131 

27,131 

Investment property 

99,308 

99,308 

99,308 

99,308 

99,308 

Investment in Assoc 

iate 

- 




Property , plant and i 

1,028,586 

1,028,586 

1,135,212 

1,214,709 

1,292,011 

Agricultural 


- 




Heritage Assets 

19,057 

19,057 

19,057 

19,057 

19,057 

Biological 






Intangible 

20 

20 

7 

(6) 

(20) 

Other non-current as 

1,801 

1,801 

1,801 

1,801 

1,801 

Total non current as; 

1,176,064 

1,176,064 

1,282,677 

1,362,161 

1,439,449 

TOTAL ASSETS 

1,176,064 

1,415,573 

1,550,802 

1,677,172 

1,811,864 

LIABILITIES 






Current liabilities 






Bank overdraft 






Borrow ing 

- 

12,363 

15,210 

14,680 

15,000 

Consumer deposits 


11,416 

12,147 

12,924 

13,751 

Trade and other pay 

- 

87,875 

96,544 

112,956 

132,159 

Provisions 


24,871 

26,612 

28,475 

30,468 

Total current liabiliti 

- 

136,525 

150,512 

169,035 

191,378 

Non current liabilitie 

s 





Borrow ing 

- 

131,915 

120,131 

139,728 

160,559 

Provisions 

- 

130,015 

139,116 

148,854 

159,274 

Total non current lia 

- 

261,929 

259,247 

288,582 

319,832 

TOTAL LIABILITIES 

- 

398,454 

409,759 

457,616 

511,210 

NET ASSETS 

1,176,064 

1,017,119 

1,141,043 

1,219,556 

1,300,654 

COMMUNITY WEALT 

H/EQUITY 





Accumulated Surplus/(Deficit) 

920,799 

1,039,724 

1,118,236 

1,199,334 

Reserves 


96,320 

101,320 

101,320 

101,320 

TOTAL COMMUNITY 

1,176,064 

1,017,119 

1,141,043 

1,219,556 

1,300,654 
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Table 22 - Budgeted Cash Flows 


Description 

■rent Year 201 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Pre-audit 

outcome 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 





Property rates 

182,520 

190,205 

201,758 

212,975 

Service charges 

314,348 

326,529 

346,465 

367,013 

Other revenue 

41,000 

113,149 

114,387 

115,496 

Government - operating 

90,633 

140,596 

113,085 

102,189 

Government - capital 

78,637 

58,101 

34,509 

35,972 

Interest 

11,110 

13,055 

13,820 

14,624 

Payments 





Suppliers and employees 

(539,786) 

(676,307) 

(680,057) 

(698,037) 

Finance charges 

(14,542) 

(19,502) 

(20,629) 

(21,839) 

Transfers and Grants 

(6,025) 

(2,280) 

(2,412) 

(2,555) 

NET CASH FROM/(USED) OPERATING ACTIVIT 

157,895 

143,546 

120,926 | 

125,839 

CASH FLOWS FROM INVESTING ACTIVITIES 
Receipts 





Proceeds on disposal of PPE 

800 

500 

500 

500 

Decrease (Increase) in non-current debtors 

- 

- 

- 

- 

Decrease (increase) other non-current receivable 

- 

- 

- 

- 

Decrease (increase) in non-current investments 

(3,008) 

- 

- 

- 

Payments 





Capital assets 

(145,497) 

(137,512) 

(109,600) 

(107,062) 

NET CASH FROM/(lT5ED) INVESTING ACTIVITIE 

(147,705) 

(137,012) 

(109,100) | 

(106,562) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 





Short term loans 

- 

- 

- 

- 

Borrowing long term/ref nancing 

25,173 

38,570 

34,806 

35,511 

Increase (decrease) in consumer deposits 

1,562 

731 

777 

827 

Payments 





Repay ment of borrow ing 

(14,158) 

(14,117) 

(15,210) 

(14,680) 

NET CASH FROM/(USED) FINANCING ACTIVIT 

12,577 

25,183 

20,374 1 

21,658 

NET INCREASE/ (DECREASE) IN CASH HELD 

22,766 

31,717 

32,200 ' 

40,934 

Cash/cash equivalents at the year begin: 

75,566 

75,566 

107,284 

139,484 

Cash/cash equivalents at the year end: 

98,333 

107,284 

139,484 

180,418 
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Table 23 - Cash backed reserves/accumulated deficit reconciliation 


Description 

Current Year 2016/17 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 

Forecast 

outcome 

2017/18 

+1 2018/19 

+2 2019/20 

Cash and investments available 






Cash/cash equivalents at the year end 

- 

98,333 

107,284 

139,484 

180,418 

Other current investments >90 days 

- 

- 

- 

- 

- 

Non current assets - Investments 

27,131 

27,131 

27,131 

27,131 

27,131 

Cash and investments available: 

27,131 

125,464 

134,414 

166,614 

207,549 

Application of cash and investments 






Unspent conditional transfers 

- 

5,359 

- 

- 

- 

Unspent borrowing 

- 


- 

- 

- 

Statutory requirements 






Other working capital requirements 

- 

82,516 

(50,276) 

(47,679) 

(43,151) 

Other provisions 






Long term investments committed 

- 

- 

- 

- 

- 

Reserves to be backed by cash/investments 



101,320 

101,320 

101,320 

Total Application of cash and investments: 

- 

87,875 

51,043 

53,641 

58,168 

Surplus(shortfall) 

27,131 

37,589 

83,371 

112,974 

149,381 


The MTREF pointed out the concerns that far more attention needed to be paid to 
minimising debt at an early stage, that is, before it reaches 90 days. After that point 
debt recovery, especially on services other than rates or electricity, becomes very 
problematic. 

A new tender for debt collection will be awarded by July 2017 and will follow a new 
approach to credit control. 
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Table 24 - Asset Management 

WC048 Knysna - Table A9 Consolidated Asset Management 


Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

CAPITAL EXPENDITURE 

Total New Assets 

41,655 

17,735 

38,061 

Roads Infrastructure 

14,837 

2,825 

2,700 

Storm water Infrastructure 

- 

- 

- 

Electrical Infrastructure 

5,132 

3,509 

11,404 

Water Supply Infrastructure 

3,000 

5,070 

17,910 

Sanitation Infrastructure 

11,000 

- 

3,100 

Solid Waste Infrastructure 

400 

400 

400 

Rail Infrastructure 

- 

- 

- 

Coastal Infrastructure 

- 

- 

- 

Information and Communication Infrastructure 

- 

- 

- 

Infrastructure 

34,369 

11,804 

35,514 

Community Facilities 

4,186 

2,976 

1,967 

Sport and Recreation Facilities 

- 

- 

- 

Community Assets 

4,186 

2,976 

1,967 

Heritage Assets 

- 

- 

- 

Revenue Generating 

- 

- 

- 

Non-revenue Generating 

- 

- 

- 

Investment properties 


- 


Operational Buildings 

- 

- 

30 

Housing 

580 

- 

- 

Other Assets 

580 

- 

30 

Biological or Cultivated Assets 

- 

- 

- 

Serv itudes 

- 

- 

- 

Licences and Rights 

- 

- 

- 

Intangible Assets 

- 

- 

- 

Computer Equipment 

- 

- 

- 

Furniture and Office Equipment 

20 

1,855 

50 

Machinery and Equipment 

- 

- 

- 

T ransport Assets 

2,500 

1,100 

500 

Libraries 

- 

- 

- 

Zoo's, Marine and Non-biological Animals 

- 

- 

- 

Total Renewal of Existing Assets 

53,462 

46,040 

50,271 

Roads Infrastructure 

8,800 

12,400 

21,400 

Storm water Infrastructure 

- 

2,316 

3,947 

Electrical Infrastructure 

10,842 

16,760 

5,000 

Water Supply Infrastructure 

18,546 

11,678 

8,624 

Sanitation Infrastructure 

5,624 

502 

9,660 

Solid Waste Infrastructure 

- 

- 

- 

Rail Infrastructure 

- 

- 

- 

Coastal Infrastructure 

- 

450 

- 

Information and Communication Infrastructure 

- 

- 

- 

Infrastructure 

43,812 

44,105 

48,631 

Community Facilities 

1,000 

- 

- 

Sport and Recreation Facilities 

2,000 

- 

- 

Community Assets 

3,000 

~ 

- 

Heritage Assets 

- 

- 

- 

Revenue Generating 

- 

- 

- 

Non-revenue Generating 

- 

- 

- 

Investment properties 

- 

- 

- 

Operational Buildings 

875 

- 

350 

Housing 

- 

- 

- 

Other Assets 

875 

— 

350 
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Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Biological or Cultivated Assets 

- 

- 

- 

Serv itudes 

- 

- 

- 

Licences and Rights 

- 

- 


Intangible Assets 

- 

- 


Computer Equipment 

1,285 

925 

925 

Furniture and Office Equipment 

580 

570 

365 

Machinery and Equipment 

- 

- 

_ 

Transport Assets 

3,910 

440 

- 

Libraries 

- 

- 

_ 

Zoo's, Marine and Non-biological Animals 

- 


~ 

Total Upgrading of Existing Assets 

42,396 

45,824 

18,731 

Roads Infrastructure 

- 

- 

- 

Storm water Infrastructure 

- 

375 

- 

Electrical Infrastructure 

6,900 

4,710 

2,100 

Water Supply Infrastructure 

4,586 

15,323 

1,250 

Sanitation Infrastructure 

11,509 

11,759 

9,241 

Solid Waste Infrastructure 

800 

- 

- 

Rail Infrastructure 

- 

- 

- 

Coastal Infrastructure 

1,000 

- 

- 

Information and Communication Infrastructure 

- 

- 

- 

Infrastructure 

24,795 

32,166 

12,591 

Community Facilities 

17,201 

9,272 

- 

Sport and Recreation Facilities 

- 

4,386 

6,140 

Community Assets 

17,201 

13,658 

6,140 

Heritage Assets 

- 

- 

- 

Revenue Generating 

- 

- 

- 

Non-revenue Generating 

- 

- 

- 

Investment properties 

- 

- 

- 

Operational Buildings 

400 

- 

- 

Housing 

- 

- 

- 

Other Assets 

400 

- 

- 

Biological or Cultivated Assets 

- 

- 

- 

Serv itudes 

- 

- 

- 

Licences and Rights 

- 

- 

- 

Intangible Assets 

- 

- 

- 

Computer Equipment 

- 

- 

- 

Furniture and Office Equipment 

- 

- 

- 

Machinery and Equipment 

- 

- 

- 

Transport Assets 

- 

- 

- 

Libraries 

- 

- 

- 

Zoo's, Marine and Non-biological Animals 

- 

- 

- 

Total Capital Expenditure 




Roads Infrastructure 

23,637 

15,225 

24,100 

Storm water Infrastructure 

- 

2,691 

3,947 

Electrical Infrastructure 

22,874 

24,979 

18,504 

Water Supply Infrastructure 

26,132 

32,070 

27,784 

Sanitation Infrastructure 

28,133 

12,261 

22,001 

Solid Waste Infrastructure 

1,200 

400 

400 

Rail Infrastructure 

- 

- 

- 

Coastal Infrastructure 

1,000 

450 

- 

Information and Communication Infrastructure 

- 

- 

- 

Infrastructure 

102,976 

88,076 

96, 735 

Community Facilities 

22,387 

12,248 

1,967 

Sport and Recreation Facilities 

2,000 

4,386 

6,140 

Community Assets 

24,387 

16,634 

8,107 
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Description 

R thousand 

2017/18 Medium Term Revenue & 

Expenditure Framework 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Heritage Assets 

- 

- 

- 

Revenue Generating 

- 

- 

- 

Non-revenue Generating 

- 

- 

- 

Investment properties 

- 

- 

- 

Operational Buildings 

1,275 

- 

380 

Housing 

580 

- 

- 

Other Assets 

1,855 

- 

380 

Biological or Cultivated Assets 

~ 

- 

- 

Serv itudes 

- 

- 

- 

Licences and Rights 

- 

- 

- 

Intangible Assets 

~ 

- 


Computer Equipment 

1,285 

925 

925 

Furniture and Office Equipment 

600 

2,425 

415 

Machinery and Equipment 

- 

- 

- 

Transport Assets 

6,410 

1,540 

500 

Libraries 

- 

- 

- 

Zoo's, Marine and Non-biological Animals 

- 

- 

- 

TOTAL CAPITAL EXPENDITURE - Asset class 

137,512 

109,600 

107,062 

ASSET REGISTER SUMMARY - PPE (WDV) 




Roads Infrastructure 

133,028 

143,593 

163,176 

Storm water Infrastructure 

1,075 

3,766 

7,713 

Electrical Infrastructure 

225,719 

245,674 

259,155 

Water Supply Infrastructure 

215,189 

239,568 

259,665 

Sanitation Infrastructure 

162,798 

171,379 

189,710 

Solid Waste Infrastructure 

1,652 

1,730 

1,816 

Rail Infrastructure 

- 

- 

- 

Coastal Infrastructure 

1,000 

1,450 

1,450 

Information and Communication Infrastructure 

- 

- 

- 

Infrastructure 

740,461 

807,159 

882,684 

Community Facilities 

98,495 

110,344 

111,937 

Sport and Recreation Facilities 

16,203 

20,500 

26,552 

Community Assets 

114,698 

130,845 

138,489 

Heritage Assets 

19,057 

19,057 

19,057 

Revenue Generating 

20,800 

20,800 

20,800 

Non-revenue Generating 

78,508 

78,508 

78,508 

Investment properties 

99,308 

99,308 

99,308 

Operational Buildings 

218,406 

214,986 

211,953 

Housing 

580 

580 

580 

Other Assets 

218,986 

215,566 

212,533 

Biological or Cultivated Assets 




Serv itudes 




Licences and Rights 

7 

(6) 

(20) 

Intangible Assets 

7 

m 

(20) 

Computer Equipment 

5,766 

5,426 

5,123 

Furniture and Office Equipment 

4,490 

6,271 

6,079 

Machinery and Equipment 

9,788 

9,344 

8,918 

Transport Assets 

31,015 

30,091 

28,175 

Libraries 

10,008 

10,008 

10,008 

Zoo's, Marine and Non-biological Animals 




TOTAL ASSET REGISTER SUMMARY - PPE (WDV) 

1,234,527 

1,314,011 

1,391,299 
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Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

EXPENDITURE OTHER ITEMS 




Depreciation 

30,899 

30,116 

29,774 

Repairs and Maintenance by Asset Class 

71,325 

77,317 

74,285 

Roads Infrastructure 

35,550 

38,264 

33,109 

Storm water Infrastructure 

1,000 

1,164 

1,233 

Electrical Infrastructure 

4,655 

4,660 

4,665 

Water Supply Infrastructure 

10,392 

12,070 

12,841 

Sanitation Infrastructure 

7,015 

7,795 

8,373 

Solid Waste Infrastructure 

810 

857 

908 

Rail Infrastructure 

- 

- 

- 

Coastal Infrastructure 

- 

- 

- 

Information and Communication Infrastructure 

- 

- 

- 

Infrastructure 

59,422 

64,810 

61, 128 

Community Facilities 

2,686 

2,842 

3,011 

Sport and Recreation Facilities 

1,299 

1,374 

1,455 

Community Assets 

3,985 

4,216 

4,466 

Heritage Assets 

- 

- 

- 

Revenue Generating 

- 

- 

- 

Non-revenue Generating 

- 

- 

- 

Investment properties 

~ 

- 


Operational Buildings 

2,251 

2,295 

2,342 

Housing 

640 

677 

717 

Other Assets 

2,891 

2,972 

3,059 

Biological or Cultivated Assets 

- 

- 

- 

Serv itudes 

- 

- 

- 

Licences and Rights 

- 

- 

- 

Intangible Assets 

- 

- 

- 

Computer Equipment 

- 

- 

- 

Furniture and Office Equipment 

27 

28 

30 

Machinery and Equipment 

- 

- 

- 

Transport Assets 

5,000 

5,290 

5,603 

Libraries 

- 

- 

- 

Zoo's, Marine and Non-biological Animals 

- 

- 

- 

TOTAL EXPENDITURE OTHER ITEMS 

102,224 

107,433 

104,059 

Renewal and upgrading of Existing Assets as % of total c 

69. 7% 

83.8% 

64.5% 

Renewal and upgrading of Existing Assets as % of depre 

310.2% 

305.0% 

231.8% 

R&M as a % of PPE 

6.3% 

6.4% 

5.7% 

Renewal and upgrading and R&M as a % of PPE 

14.0% 

13.0% 

10.0% 
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Table 25 - Consolidated Basic Service Delivery Measurement 


Description 

Current Year 2016/17 

2017/18 Medium Term Revenue & 

Expenditure Framework 

Original 

Adjusted 

Full Year 

Budget Year 

Budget Year 

Budget Year 


Budget 

Budget 

Forecast 

2017/18 

+1 2018/19 

+2 2019/20 

Household service targets 







Water: 







Piped water inside dwelling 

19,543 

19,543 

19,543 

19,934 

20,333 

20,739 

Piped water inside yard (but not in dwelling) 

3,395 

3,395 

3,395 

3,463 

3,532 

3,603 

Using public tap (at least min.service level) 

1,115 

1,115 

1,115 

1,137 

1,160 

1,183 

Other water supply (at least min.service level) 




- 

- 

- 

Minimum Sen/ice Level and Above sub-total 

24,053 

24,053 

24,053 

24,534 

25,025 

25,555 

Using public tap (< min.service level) 

955 

955 

955 

948 

900 

921 

Other water supply (< min.service level) 

869 

869 

869 

948 

900 

921 

No water supply 




- 

- 

- 

Below Minimum Sen/ice Level sub-total 

Tgur 


T^T 

U5F 

msr 

U4T 

Total number of households 

25,877 

25,877 

25,877 

26,430 

26,825 

27,367 

Sanitation/sewerage: 







Flush toilet (connected to sewerage) 

21,230 

21,230 

21,230 

21,655 

22,088 

22,529 

Flush toilet (with septic tank) 

2,687 

2,687 

2,687 

2,741 

2,796 

2,851 

Chemical toilet 

23 

23 

23 

23 

24 

24 

Pit toilet (ventilated) 

1,287 

1,287 

1,287 

1,313 

1,339 

1,366 

Other toilet provisions (> min.service level) 




- 

- 

- 

Minimum Sen/ice Level and Above sub-total 

25,227 

25,227 

25,227 

25,732 

26,246 

26,771 

Bucket toilet 

302 

302 

302 

308 

314 

320 

Other toilet provisions (< min.service level) 

115 

115 

115 

117 

120 

122 

No toilet provisions 

233 

233 

233 

238 

242 

247 

Below Minimum Sen/ice Level sub-total 

650 

650 

650 

BBT 

B7B" 

BBT 

Total number of households 

25,877 

25,877 

25,877 

26,395 

26,922 

27,461 

Energy: 







Electricity (at least min.service level) 

24,490 

24,490 

24,490 

24,980 

25,479 

25,989 

Electricity - prepaid (min.service level) 

- 

- 

- 

- 

- 

- 

Minimum Service Level and Above sub-total 

24,490 

24,490 

24,490 

24,980 

25,4/9 

25,989 

Electricity (< min.service level) 

- 

- 

- 

- 

- 

- 

Electricity - prepaid (< min. service level) 

- 

- 

- 

- 

- 

- 

Other energy sources 

1,386 

1,386 

1,386 

1,414 

1,442 

1,471 

Below Minimum Sen/ice Level sub-total 

1,386 

UBB" 

T735B" 

1,414 

TJX? 

U7T 

Total number of households 

25,876 

25,876 

25,876 

26,394 

26,921 

27,460 

Refuse: 







Removed at least once a week 

24,081 

24,081 

24,081 

24,563 

25,054 

25,555 

Minimum Service Level and Above sub-total 

24,081 

24,081 

24,081 

24,563 

25,054 

25,555 

Removed less frequently than once a week 

749 

749 

749 

764 

779 

795 

Using communal refuse dump 

331 

331 

331 

338 

344 

351 

Using own refuse dump 

401 

401 

401 

409 

417 

426 

Other rubbish disposal 

156 

156 

156 

159 

162 

166 

No rubbish disposal 

159 

159 

159 

162 

165 

169 

Below Minimum Sen/ice Level sub-total 

ubt 

U5B" 

USB" 

U3T 

UBT 

U0B" 

Total number of households 

25,877 

25,877 

25,877 

26,395 

26,922 

27,461 

Households receiving Free Basic Service 







Water (6 kilolitres per household per month) 

- 

- 

- 

- 

- 

- 

Sanitation (free minimum level service) 

- 

- 

- 

- 

- 

- 

Electricity /other energy (50kwh per household per month) 

8,104 

8,104 

8,104 

8,104 

8,582 

9,088 

Refuse (removed at least once a week) 

- 

- 

- 

- 

- 

- 

Cost of Free Basic Services provided - Formal Settlements (R'000) 







Water (6 kilolitres per indigent household per month) 

- 

- 

- 

7,835 

8,290 

8,779 

Sanitation (free sanitation service to indigent households) 

- 

- 

- 

1,217 

1,287 

1,362 

Electricity /other energy (50kwh per indigent household per month) 

- 

- 

- 

4,033 

4,267 

4,519 

Refuse (removed once a week for indigent households) 

- 

- 

- 

1,313 

1,397 

1,565 

Cost of Free Basic Services provided - Informal Formal Settlements (R'000) 

- 

- 

- 

37,246 

39,516 

41,926 

Total cost of FBS provided 

- 

- 

- 

5TT53T 

54,757 

58,151 

Highest level of free service provided per household 







Property rates (R value threshold) 

100,000 

100,000 

100,000 

100,000 

100,000 

100,000 

Water (kilolitres per household per month) 

6 

6 

6 

6 

6 

6 

Sanitation (kilolitres per household per month) 

Sanitation (Rand per household per month) 

Electricity (kwh per household per month) 

50 

50 

50 

50 

50 

50 

Refuse (average litres per week) 

170 

170 

170 

170 

170 

170 

Revenue cost of subsidised services provided (R'000) 







Property rates (tariff adjustment) ( impermissable values per section 17 of MPRA) 




15 

15 

15 

Property rates exemptions, reductions and rebates and impermissable values in excess 
of section 17 of MPRA) 

_ 

. 

_ 

49,316 

51,318 

54,345 

Water (in excess of 6 kilolitres per indigent household per month) 

- 

- 

- 

7,835 

8,290 

8,779 

Sanitation (in excess of free sanitation service to indigent households) 

- 

- 

- 

1,217 

1,287 

1,362 

Electricity /other energy (in excess of 50 kwh per indigent household per month) 

- 

- 

- 

4,033 

4,267 

4,519 

Refuse (in excess of one removal a week for indigent households) 

- 

- 

- 

1,313 

1,397 

1,565 

Municipal Housing - rental rebates 

Housing - top structure subsidies 

Other 







Total revenue cost of subsidised services provided 

- 

- 

- 

63,729 

66,574 

70,585 
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PART 2 - SUPPORTING DOCUMENTATION 
Section 5 - Overview of Annual Budget Process 

Annual planning processes 
Political overview of the budget process 

Section 53 of the MFMA stipulates that the Mayor should exercise general political 
guidance over the budgeting process and must direct the drafting of the budget. 

Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten 
months before the start of the new financial year, a time schedule that sets out the 
process to revise the IDP and prepare the budget. 

The Mayor tabled in Council the required IDP and budget time schedule in August 
2016. 

The public participation process for the 4 th generation IDP was done on the basis of 
full-scale public meetings in all ten wards within the GKMA. Due to the vastness of 
the wards separate meetings in ward 2 (Sedgefield and Karatara) and ward 5 
(Rheenendal and Brenton) were held to enhance the accessibility of the community 
to participate in the IDP process. The purpose of this initial round of public 
participation was: 

• To discuss the process to be followed for the preparation of the 4th 
Generation IDP 

• Identify the development needs and priorities for incorporation in the 
IDP 

• Encourage communities and stakeholders to peruse the draft IDP and 
budget of the municipality and make use of the opportunity to make 
submissions in this regard 

Key important processes can be highlighted as follows: 

• Public meetings with all wards as per above table. 

• IDP forum meeting. 

• Budget steering Committee meeting to determine strategic direction of the 
municipality for the MTREF and the adjustment budget for 2016/2017. 

• IDP/ Budget workshop. 

• IDP steering Committee workshop. 

• Public participation on the draft budget to be conducted after tabling 

• Submission of the budget to council for consideration and approval 
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Budget Process 2016/17 

The 2017/18 budget will be driven on strict cash flow management. As witnessed 
throughout South Africa there are municipalities in financial crisis because of bad 
cash flow and budgeting management. A bad budget automatically leads to 
increased non-payment and pressured cash flows. 

A municipality is not a private sector company that can cut salaries or staffing levels. 
Nor can it cut its bulk Eskom payment or interest and redemption payments. The 
balance of the budget is for repairs and maintenance, stores and materials and other 
expenditures simply to make the municipality function and is zero-based. In this 
budget repairs and maintenance has again deliberately been prioritised to ensure a 
higher level of service delivery at the expense of "soft" services. 

The Municipality's budget is prepared on a three year basis. This takes into account 
the National and Provincial three year allocations to the municipality and to ensure 
optional financial planning and provide for seamless service delivery. Additionally the 
National Treasury Budget Circulars request local government to highlight their 
projected increases over the next three years to give some certainty to customers. 


IDP and Service Delivery and Budget Implementation Plan 

The 2017/2018 MTREF is the fourth generation of the IDP Cycle and the consultation 
process commenced after the tabling of the IDP Process Plan and the Budget Time 
Schedule for the 2017/18 MTREF in August 2016. 

Knysna Municipality's SDF and IDP are its principal strategic planning instrument, 
which directly guides and informs its planning, budget, management and 
development actions. This framework is rolled out into objectives, key performance 
indicators and targets for implementation which directly inform the Service Delivery 
and Budget Implementation Plan. The Process Plan includes the following key IDP 
processes and deliverables: 

• Registration of community needs; 

• Compilation of departmental business plans including key performance 
indicators and targets; 

• Financial planning and budgeting process; 

• Public participation process; 

• Compilation of the SDBIP, and 

• The review of the performance management and monitoring processes. 

The IDP has been taken into a business and financial planning process leading up to 
the 2017/18 MTREF, based on the approved 2016/17 MTREF, Mid-year review and 
adjustments budget. The planning process has subsequently been adjusted after 
considering the revised revenue projections and expenditure patterns contained in 
the latest approved adjustments budget. 
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With the compilation of the 2017/18 MTREF, each department/function had to 
review the business planning process, including the setting of priorities and targets 
after reviewing the mid-year performance against the 2016/17 adjusted budget. 

Financial Modeling and Key Planning Drivers 

As part of the compilation of the 2018/19 MTREF, extensive financial analysis will be 
undertaken for a variety of expenditure items and categories to ensure affordability 
and long-term financial sustainability. The following key factors and planning 
strategies have informed the compilation of the 2017/18 MTREF: 

• Growth in the Local Economy 

• Policy priorities and strategic objectives 

• Asset maintenance 

• Economic climate and trends (i.e. inflation, draught, household debt, 
migration patterns as evident from 2016 survey) 

• Performance trends 

• The approved 2016/17 adjustments budget and Year to Date performance 

• Cash Flow Management Strategy 

• Debtor payment levels 

• Loan and investment possibilities 

• The need for tariff increases versus the ability of the community to pay for 
services; 

• Improved and sustainable service delivery 

In addition to the above, the contents of the National Treasury's MFMA previous 
budget related Circulars and recent ones in Circular 85 and 86 have been taken into 
account in the planning and prioritisation process. 

Community Consultation 

Community participation was done through consultation with all wards and 
stakeholders. The 2017/18 MTREF as tabled before Council today was made 
available for public in the local media and municipal notice boards, libraries and on 
the municipality's website to afford the community the opportunity to provide input 
on the budget and to ensure transparency in the financial management processes of 
the municipality. 

The input received from the local community and any other issue raised in the 
different wards are attached in Annexure 7. It is a legislative requirement that 
Council respond to the comments and or objections raised by the public therefore 
Council, in this meeting must; 

Note the email from various community members and ward meetings. After 
consideration and discussion. Council resolved in this meeting to accept the 
comments received from the public and responses provided by the Executive Mayor. 
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Other comments and input were received from Provincial treasury where the 
Municipality was required to respond on the matters raised. It must be mentioned 
that the administration led by the accounting officer and the CFO held what is 
referred to as LGMTEC engagement with the provincial treasury to respond to the 
matters that were raised. The LGMTEC assessment from Provincial Treasury as well 
as responses of the Municipality on the matters that were raised are all incorporated 
in annexure 7. 


Section 6 - Overview of Alignment of the Annual 
Budget with the Integrated Development Plan 

The Constitution mandates local government with the responsibility to exercise local 
developmental and cooperative governance. The eradication of imbalances in South 
African society as highlighted in the National Development Plan can only be realized 
through a credible integrated developmental planning process. 

Municipalities in South Africa need to utilise integrated development planning as a 
method to plan future development in their areas and so find the best solutions to 
achieve sound long-term development goals. A municipal IDP provides a five year 
strategic programme of action aimed at setting short, medium and long term 
strategic and budget priorities to create a development platform. An IDP is therefore 
a key instrument which municipalities use to provide vision, leadership and direction 
to all those that have a role to play in the development of a municipal area. The IDP 
enables municipalities to make the best use of scarce resources and speed up service 
delivery. This is the fourth generation IDP cycle of 5 years and it is of essence that all 
stakeholders actively participate in the IDP process in order to ensure appropriate 
priorities are linked to scarce funding sources. 

One of the key objectives is therefore to ensure that there exists alignment between 
national and provincial priorities, policies and strategies and Knysna Municipality's 
response to these requirements. The national and provincial priorities, policies and 
strategies of importance include amongst others: 

• Green Paper on National Strategic Planning of 2009; 

• The National Development Plan 

• Development Facilitation Act of 1995; 

• Provincial Growth and Development Strategy (GGDS); 

• National and Provincial spatial development perspectives; 

• National Key Performance Indicators (NKPIs); 

• Accelerated and Shared Growth Initiative (ASGISA); 

• National 2014 Vision; 

• National Spatial Development Perspective (NSDP) and 

Knysna's vision: "Inclusive.Jnnovative... Inspired!" 
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The Knysna Municipality has a vision which drives the Integrated Development Plan 
namely that of "Inclusive.Jnnovative... Inspired!" 

Our greatest challenge has been to build our own absorptive capacity in order to 
ensure that such growth translates into economic development of the town. Critical 
to this is ensuring that the town has adequate infrastructure. The infrastructure 
investment requirements far outstrip our available income. The total requests from 
Directorates into the capital budget was R682, 123 million. The challenge is always to 
prioritise what we can afford first and eliminate any "nice to have's". 

All of these challenges are compounding on an already existing problem of disparity 
between the affluent communities of Knysna and our historically disadvantaged 
ones. 

Key challenges facing Knysna 

Knysna Municipality is faced with a complex set of development challenges; their 
outlook is consistent with the broader challenges facing local government albeit with 
some peculiarities: 

i. Sustainable Infrastructure Investment 

The growth of our less advantaged areas in recent years has put a lot of pressure on 
infrastructure. That growth— which cannot simply be stopped— will continue at a 
rate which the Municipality cannot match financially from its own resources. 

ii. Focused development of the previously disadvantaged 

The poorest communities in our areas are subjected to the worst living conditions 
and the Municipality has committed itself towards poverty alleviation. Programmes 
with clear funding intentions are being designed for that purpose. 

iii. Integrated Human Settlement 

The provision of housing settlements with a strong emphasis on sustainability is an 
important issue for Knysna Municipality. Within the context of a composite set of 
development needs of the previously disadvantaged, the Municipality will address 
the need for housing, as far as it financially can. Although some of the obstacles 
regarding successful housing provision are not necessarily within the control of the 
municipality i.e. access to land, the challenge still remains for Council to devise 
creative strategies to deal with this matter. In line with that the Council has engaged 
with the other spheres of government i.e. Department of Water Affairs & 
Department of Public Works. 

iv. The challenge of promoting Economic Development 
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Our Economic Development strategy focuses on mainstreaming previously 
disadvantaged people. Crucial to this is the need to work in partnership with relevant 
stakeholders in boosting employment and fostering SMMEs and our SCM policies 
and strategies have been tailored to support this challenge. 

v. The challenge of ensuring municipal financial viability 

A municipality lives and dies by its ability to balance needs with resources. Knysna 
Municipality cannot generate sufficient resources to properly satisfy all its residents 
and stakeholder needs. Therefore those needs will have to be managed and dealt 
with in a financially sustainable manner. Promises of quick and easy solutions are 
simply lies. The biggest challenge will be in trying to maintain service standards at 
current levels and where the municipality should lessen its standards. 

vi. The challenge of municipal transformation and institutional development 

Staff development is crucial to meet the challenges of Knysna and the new ethos of 
local government. The Employment Equity imperatives have to be assessed 
continually to ensure that Knysna Municipality's transformation remains in line with 
the broader transformation agenda of South Africa. Knysna does not have the luxury 
of competing in terms of salary and therefore our ability to attract qualified and 
quality staff is severely limited. We must therefore endeavour to develop from 
within. The municipality is currently engaged in an organisational review with a view 
to optimising our human capital. 

vii. Public Participation 

Public Participation is an important feature of any democratic environment. Although 
the legislative environment provides adequately for public participation, Knysna 
Municipality is challenged to ensure that it continues to build on its successes over 
the last few years. 


Table 26 IDP Strategic Objectives 


2017/18 MTREF 

1 . 

To ensure the provision of bulk infrastructure and basic services through the upgrading 
and replacement of ageing infrastructure, and the expansion of new infrastructure. 

2. 

To promote a safe and healthy environment through the protection of our natural 

resources. 

3. 

To encourage the involvement of communities in the matters of local government, 
through the promotion of open channels of communication. 

4. 

To create an enabling environment for socio-economic growth. 

5. 

To grow the revenue base of the municipality 

6. 

To structure and manage the municipal administration to ensure efficient service 
delivery. 
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In order to ensure integrated and focused service delivery between all spheres of 
government it was important for Knysna Municipality to align its budget priorities 
with that of national and provincial government. All spheres of government place a 
high priority on infrastructure development, economic development and job 
creation, efficient service delivery, poverty alleviation and building sound 
institutional arrangements. 

Local priorities were identified as part of the IDP review process which is directly 
aligned to that of the national and provincial priorities. The key performance areas 
can be summarised as follows against the five strategic objectives: 

1. Provision of quality basic services and infrastructure which includes, amongst 
others: 

• Provide electricity; 

• Provide water; 

• Provide sanitation; 

• Provide waste removal; 

• Provide housing; 

• Provide roads and storm water; 

• Provide public transport; 

• Provide city planning services; and 

• Maintaining the infrastructure of Knysna Municipality. 

2. Economic growth and development that leads to sustainable job creation by: 

• Ensuring there is spatial development framework for Knysna 
Municipality; 

• Ensuring planning processes function in accordance with set 
timeframes; 

• Facilitating the use of labour intensive approaches in the delivery 
of services and the building of infrastructure. 

3.1 Fight poverty and build clean, healthy, safe and sustainable communities: 

• Effective implementation of the Indigent Policy; 

• Extending waste removal services and ensuring an effective 
cleansing service; 

• Ensuring all waste water treatment works are operating optimally 
and retaining green drop status; 

• Creating a safe environment for our communities in collaboration 
with the SAPS; 

• Ensuring safe working environments by effective enforcement of 
building and health regulations; 

• Promote viable, sustainable communities through proper zoning; 
and 

• Promote environmental sustainability by protecting wetlands, the 
seashore and key public open spaces. 
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3.2 Integrated Social Services for empowered and sustainable communities 

• Work with provincial departments to ensure the development of 
community infrastructure such as schools and clinics is properly 
coordinated. 

4. Foster participatory democracy and Batho Pele principles through a caring, 
accessible and accountable service by: 

• Optimizing effective community participation in the ward 
committee system; and 

• Implementing Batho Pele in the revenue management strategy. 

5.1 Promote sound transparent and accountable governance through: 

• Publishing the outcomes of all tender processes on the municipal 
website 

• Maintaining a well-functioning audit- and oversight committee and 
MPAC 

5.2 Ensure financial sustainability through: 

• Carefully evaluating all spending decisions 

• Limiting the use of consultants and reviewing the use of 
contracted services 

• Ensuring value for money spending in all procurement processes. 

• Continuing to implement the infrastructure renewal strategy and 
the repairs and maintenance plan 

5.3 Optimal institutional transformation to ensure capacity to achieve set 
objectives 

• Finalization of review and Implementation of the revised 
organizational structure to optimize the use of personnel; 

In line with the MSA, the IDP constitutes a single, inclusive strategic plan for Knysna 
Municipality. The five-year programme responds to the development challenges and 
opportunities faced by the municipality by identifying the key performance areas to 
achieve the five strategic objectives mentioned above. 

In addition to the five-year IDP, Knysna Municipality needs to undertake an extensive 
planning and developmental strategy that will primarily focus on a longer-term 
horizon; 15 to 20 years. This process is necessary to influence the future 
development path and to set clear goals for the future development within the 
municipal area. The strategy needs to target future developmental opportunities in 
traditional dormitory settlements. It should provide direction to Knysna 
Municipality's IDP, associated sectorial plans and strategies, and the allocation of 
resources from the municipality and other service delivery partners. A step in the 
right direction must be taken by developing a long term financial plan which not only 
takes into account financial analysis but broader analysis which includes condition of 
the infrastructure, social and economic trends. 
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The 2017/18 MTREF has therefore been directly informed by the IDP process. 


Section 7 - Measurable Performance Objectives 
and Indicators 

The municipality sets out measurable performance objectives to link the financial 
inputs of the budget to service delivery on the ground. This is done in the form of 
quarterly service targets and monthly financial targets that are contained in the 
Service Delivery and Budget Implementation Plan (SDBIP). The plan must be agreed 
by the Mayor within 14 days of approval of the final budget and forms the basis for 
the Municipality's in year monitoring. 

Performance Management is a system intended to manage and monitor service 
delivery progress against the identified strategic objectives and priorities. In 
accordance with legislative requirements and good business practices as informed by 
the National Framework for Managing Programme Performance Information, Knysna 
Municipality has developed and implemented a performance management system of 
which system is constantly refined as the integrated planning process unfolds. The 
Municipality targets, monitors, assess and reviews organisational performance which 
in turn is directly linked to individual employee's performance. 

At any given time within government, information from multiple years is being 
considered; plans and budgets for next year; implementation for the current year; 
and reporting on last year's performance. Although performance information is 
reported publicly during the last stage, the performance information process begins 
when policies are being developed, and continues through each of the planning, 
budgeting, implementation and reporting stages. The planning, budgeting and 
reporting cycle can be graphically illustrated as follows: 
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Figure 1 Planning, budgeting and reporting cycle 


ACCOUNTABILITY 
CYCLE PROCESS 


(Figure 5) 


The performance of Knysna Municipality relates directly to the extent to which it has 
achieved success in realising its goals and objectives, complied with legislative 
requirements and meeting stakeholder expectations. Knysna Municipality therefore 
has adopted one integrated performance management system which encompasses: 

• Planning (setting goals, objectives, targets and benchmarks); 

• Monitoring (regular monitoring and checking on the progress against plan); 

• Measurement (indicators of success); 

• Review (identifying areas requiring change and improvement); 

• Reporting (what information, to whom, from whom, how often and for what 
purpose); and 

• Improvement (making changes where necessary). 


The performance information concepts used by Knysna Municipality in its integrated 
performance management system are aligned to the Framework of Managing 
Programme Performance Information issued by the National Treasury: 


Indicators and ratios 

The key financial indicators and ratios mentioned below are disclosed in Annexure 2, 
'Supporting Table SA8: Performance indicators and benchmarks': 
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• Borrowing management 

• Safety of capital 

• Liquidity 

• Debtors' and creditors' management 

• Mix of expenditure types 

• Mix of revenue sources 

• Unaccounted for losses in respect of services rendered 

Funding measure ratios are disclosed in Annexure 2 'Supporting Table SA10: Funding 
measurement'. 

Drinking water quality and waste water management 

Due to concerns surrounding the quality of municipal drinking water and failures in 
the management of waste water, National Treasury requires that the following 
section is included in the 2017/18 budget document. 

Water Services Authority & Water Services Provider: 

Knysna Municipality 

Blue Drop Status 

The quality of the drinking water supply in the Greater Knysna Municipal Area is 
tested monthly by the municipality itself as well as the Eden District Municipality and 
the quality of potable water is constantly above the national norms. Council has 
received Blue Drop Status for the Karatara Water Treatment Works previously and 
continuously strives to achieve the same accolade at other plants. 

Domestic users are still the main user of water in the area, followed by the industrial 
sector and lastly agriculture. Household usage normally peaks in the holiday season 
during December - February when the holiday houses are usually 100% occupied 

Green Drop Status 

Knysna Municipality places a high priority on sanitation services and one of the 
Municipality's greatest challenges regarding sanitation is to expand the 
infrastructure to meet future development requirements. The Council realises that 
the achievement of its strategic objectives relies heavily on the establishment of 
proper infrastructure for basic service delivery and the maintenance thereof. None of 
the existing seven waste water treatment works in the GKMA has Green Drop Status 
and the municipality is continuously improving on its efforts to achieve Green Drop 
Status for its major systems. The functioning of the Knysna waste water treatment 
works was of critical concern given its proximity to the estuary and the aged 
infrastructure. A major upgrade and refurbishment of the Knysna waste water 
treatment works has been completed and will allow additional capacity to the 
sewerage works. This will certainly unlock business development potential, attract 
investment to the area and facilitate the implementation of residential development. 
A proper final effluent quality control programme is functional to minimise the risk of 
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pollution of the estuary and ground water sources. The outflow from the plant is 
monitored by the Eden District Municipality, and this monitoring includes monitoring 
several sites in the Knysna estuary. 


Challenges 

The challenges, as mentioned, are for capital funding to provide additional capacity 
for bulk water and sewer services to meet the growth of the various towns. Grant 
funding is currently used and additional grant funding must be applied for, however 
an extended period is envisaged to fund all constraints to growth resulting from the 
water and waste water services. Human Resources also are a challenge and need to 
be addressed within the operational budget by growing one's own timber. 
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Section 8 - Overview of Budget Related Policies 

The detailed policies themselves are not included in this section of the budget 
documentation. 

All budgeted related polices are submitted with the draft budget. Council has 
reviewed these policies and there has been major changes in some of them to align 
with the strategic objectives of council. 

All these policies, will be tabled on 7 June 2017 when the draft budget comes back 
to council for final approval. 

Policies are also available at the Council offices in Clyde Street for viewing as well as 
on the Internet at www.knysna.gov.za . This section gives a broad overview of the 
budget policy framework and highlights the amended policies to be tabled in Council. 


Section 9 - Overview of Budget Assumptions 

Introduction 

Knysna's financial system still operates on the big wheel, little wheel principle, the 
same as virtually every other local authority outside the major metropolitan areas. 
What this means is that the middle to upper income groupings are billed for the vast 
majority of Council services. In the municipality the established areas take up 94% of 
debits raised as against 6% in the previously disadvantaged areas. 

Budget Assumptions 

Budgets are prepared in an environment of uncertainty. To prepare meaningful 
budgets, assumptions need to be made about internal and external factors that 
could influence the budget. 

External factors (population migration, employment, etc.) 

As evidenced in the latest census over recent years Knysna has experienced rapid 
population growth particularly at the poorer end of the economic scale. Knysna is a 
victim of the success of its low income housing programme. The population growth 
must be seen against the backdrop of very limited developable land, a sensitive 
environment and the lack of new jobs being created in the local economy. This 
presents a huge challenge to Council to improve the efficiency of its urban systems. 
The unique and sensitive environment of Greater Knysna is under pressure and 
Council has to manage the growth demands of the economy very rigidly to ensure 
environmental sustainability. 

Growth or decline in tax base of the municipality 
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No growth has been built in as future growth in the tax base over the MTREF. 

The revised headline CPI forecasts from National Treasury for 2017/18, 2018/19 and 
2019/20 are 6.4%, 5.7% and 5.6% respectively. The growth parameters apply to tariff 
increases for property rates, user and other charges raised by municipalities and 
municipal entities, to ensure that all spheres of government support the national 
macroeconomic policies. NT has communicated that any rate or tariff increase above 
CPI must be fully communicated to the community. 

Rates, tariffs, charges and timing of revenue collection 

The rates, tariffs and charges for the 20176/18 budget are included in Annexure 5. 

The following table shows the assumed average domestic percentage increases built 
into the MTREF for rates, tariffs and charges: 

Table 27 Average domestic percentage increases 



2017/18 

2018/19 

2019/20 

Rates 

6% 

6% 

6 % 

Refuse 

18% 

18% 

18 % 

Water 

6%** 

6%** 

6 %** 

Sewer 

6% 

6% 

6% 

Electricity 

1.88% 

1.88% 

1.88% 


* See tariff schedule for full detail 

** Indigents receive 6 kilolitres of free water. All other consumers will receive 3 kilolitres of free water. 

The Municipality has in place a fair but rigorous credit control policy. Furthermore, its 
policy on indigent support and social rebates means that many households who 
would normally struggle to pay their accounts receive free or subsidised basic 
services thereby keeping them free of the burden of municipal debt. Nevertheless, 
there will always be an element of the total amount billed that will remain 
uncollected. The Municipality is the same as any other business in this regard. 
Adequate provision has to be made in the budget for any bad debts based on 
assumptions on collection rates. 

The following bad debt provisions and collection rates are assumed in the MTREF for 
rates and tariffs. 
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Table 28 Bad Debt provision 


R '000 

2017/18 

2018/19 

2019/20 

Annual contribution to provision for bad 
and doubtful debts 

82,993 

87,808 

92,990 

Table A4: Debt impairment 




Assumed debtors collection rate fines 

(%) 

23% 

23% 

23% 

Assumed debtors collection rate 
excluding fines (%) 

97.0% 

97.0% 

97.0% 


The following amounts are included in the MTREF for increases in bulk purchases: 


Table 29 Bulk Purchases increases 


R '000 

2017/18 

2018/19 

2019/20 

Bulk Purchases 

Table A4: Bulk purchases 

157,625 

170,235 

183,854 


More detail relating to specific items can be found in Annexure 2, 'Supporting Table 
SA1: Supporting detail to 'Budgeted Financial Performance 1 '. 

Trends in demand for free or subsidised basic services 

Knysna's criteria for supporting free or subsidised basic services are set out in our 
Indigent Support and Tariffs Policy. The Government allocates revenue via the 
Division of Revenue Act (DORA) in the form of the Equitable Share with the primary 
aim of assisting municipalities with the costs of providing free or subsidised basic 
services. 
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Section 10 - Overview of Budget Funding 

Funding the Budget 

Section 18(1) of the MFMA states that an annual budget may only be funded from: 

• Realistically anticipated revenues to be collected; 

• Cash backed accumulated funds from previous years' not committed for other 
purposes; and 

• Borrowed funds, but only for the capital budget referred to in section 17. 

Achievement of this requirement in totality effectively means that a Council has 
'balanced' its budget by ensuring that budgeted outflows will be offset by a 
combination of planned inflows. Refer to Section 4, 'Table A8: Cash backed 
reserves/accumulated surplus reconciliation' and Annexure 2, 'Supporting Table 
SA10: Funding measurement'. 

Fiscal Overview of Knysna Municipality 

Knysna Municipality has over recent years had a relatively stable financialy. There is a 
high level of compliance with the Municipal Finance Management Act and other 
legislation directly affecting financial management. Knysna has received nine 
unqualified audits in a row with the last four being regarded as "clean". Knysna 
Municipality is on the pathway to meet the deadline for implementing National 
Treasury's MSCOA Chart of Accounts effective 1 July 2017 and will be amongst other 
municipalities in South Africa to do so. 


Section 11 - Expenditure on Allocations and Grant 
Programmes 

Disclosure on expenditure on allocations and grant programmes is done by way of 
Annexure 2, "Supporting Table SA18: Transfers and grant receipts, Supporting Table 
SA19: Expenditure on transfers and grant programme and Supporting Table SA20: 
Reconciliation of transfers, grant receipts and unspent funds". 

Expenditure for each grant for the MTREF period is summarised in the table below. 
Note that the expenditures include the VAT portion that is recognised as expenditure 
on grant allocations per MFMA Circulars 48 and 58. 
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Table 30 Expenditure on allocations and Grant Program 


Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

RECEIPTS: 

Operating Transfers and Grants 




National Government: 

79 628 

86 123 

92 726 

Local Government Equitable Share 

70 833 

78 409 

85 140 

CoGTA: Municipal Infrastructure Grant (MIG) 

4 234 

4 445 

3 440 

DME: Integrated National Electrification (INEP) 

368 

491 

1 596 

NT: Neighbourhood Development Partnership 

1 228 

1 228 

- 

Municipal Systems Improvement 

- 

- 

1 000 

Finance Management 

1 550 

1 550 

1 550 

EPWP Incentive 

1 415 

- 

- 

Provincial Government: 

60 968 

26 962 

9 463 

LG&H: Community Dev elopment Worker 

56 

56 

56 

LG&H: Integrated Housing & Human Settlements 

52 851 

18 460 

480 

CA: Library Conditional Operational 

7 979 

8 446 

8 927 

PW: Maintenance of Proclaimed Roads 

82 

- 

- 

Total Operating Transfers and Grants 

140 596 

113 085 

102 189 

Capital Transfers and Grants 




National Government: 

32 578 

34 509 

35 972 

CoGTA: Municipal Infrastructure Grant (MIG) 

21 174 

22 228 

24 568 

DME: Integrated National Electrification (INEP) 

2 632 

3 509 

11 404 

NT: Neighbourhood Development Partnership 

8 772 

8 772 

- 

Provincial Government: 

25 523 

- 

- 

LG&H: Integrated Housing & Human 




Settlements 

25 523 

- 

- 

Total Capital Transfers and Grants 

58 101 

34 509 

35 972 

TOTAL RECEIPTS OF TRANSFERS & GRANTS 

198 697 

147 594 

138 161 


Section 12 - Allocations and Grants made by the 
Municipality 


Table 31 Allocations Made in kind by the Municipality 


Description 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Cash Transfers to Groups of Individuals 



Grants-in-aid LIRA 

45 

48 

50 

Grants-in-aid Animal Welfare 

500 

529 

560 

Grants-in-aid and Donations 

1,000 

1,058 

1,120 

Grants-in-aid Social Relief 

75 

79 

84 

Mayoral Bursary Fund 

500 

529 

560 

Grants-in-aid Pledge Nature Re 

150 

159 

168 

Grants-in-aid Sedge Isle Conservancy 

10 

11 

ii 

Grants-in-aid Tourism 

- 

- 

- 

Grants-in-aid Bursaries 

- 

- 

- 

Total Cash Transfers To Groups Of Individuals: 

2,280 

2,412 

2,555 

TOTAL CASH TRANSFERS AND GRANTS 

2,280 

2,412 

2,555 


The above table depicts all transfers and Grants made by Council to outside 
organisations and individual bursaries within the KM area. 
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Section 13 - Councillor Allowances and Employee 
Benefits 


Table 32 Councilors Allowances and Employees 


Summary of Employee and Councillor 

rem u neration 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

G 

Councillors (Political Office Bearers plus Other) 

H 

1 

Basic Salaries and Wages 

6,602 

6,985 

7,397 

Pension and UIF Contributions 

79 

83 

88 

Medical Aid Contributions 

94 

63 

67 

Motor Vehicle Allowance 

1,066 

1,128 

1,195 

Cellphone Allowance 

460 

487 

516 

Housing Allowances 

— 

— 

— 

Other benefits and allowances 

- 

- 

- 

Sub Total - Councillors 

8,302 

8,746 

9,263 

% increase 

Senior Managers of the Municipality 


5.4% 

5.9% 

Basic Salaries and Wages 

5,499 

4,853 

5,140 

Pension and UIF Contributions 

534 

552 

585 

Medical Aid Contributions 

199 

200 

212 

Ov ertime 

— 

— 

— 

Performance Bonus 

815 

748 

792 

Motor Vehicle Allowance 

433 

216 

229 

Cellphone Allowance 

— 

- 

- 

Housing Allowances 

— 

— 

— 

Other benefits and allowances 

196 

180 

191 

Payments in lieu of leave 

(42) 

(44) 

(47) 

Long service awards 

— 

— 

— 

Post-retirement benefit obligations 

- 

- 

- 

Sub Total - Senior Managers of Municipality 

7,634 

6,706 

7,101 

% increase 

- 

(12.2%) 

5.9% 

Other Municipal Staff 




Basic Salaries and Wages 

128,681 

142,262 

150,648 

Pension and UIF Contributions 

22,863 

25,382 

26,880 

Medical Aid Contributions 

13,741 

15,317 

16,221 

Ov ertime 

17,093 

18,077 

19,143 

Performance Bonus 

9,917 

1 1,007 

11,656 

Motor Vehicle Allowance 

3,599 

3,808 

4,032 

Cellphone Allowance 

— 

- 

— 

Housing Allowances 

2,552 

2,852 

3,021 

Other benefits and allowances 

6,963 

7,475 

7,916 

Payments in lieu of leave 

1 ,610 

1,704 

1,804 

Long service awards 

1,056 

1 ,086 

1,180 

Post-retirement benefit obligations 

4,410 

4,645 

4,919 

Sub Total - Other Municipal Staff 

212,486 

233,615 

247,419 

% increase 

- 

9.9% 

5.9% 

Total Parent Municipality 

228,421 

249,066 

263,783 



9.0% 

5.9% 

TOTAL SALARY, ALLOWANCES & BENEFITS 




228,421 

249,066 

263,783 

% increase 

- 

9.0% 

5.9% 

TOTAL MANAGERS AND STAFF 

220,119 

240,320 

254,520 


The above table depicts Councillors Remuneration, senior management and 
employee's salaries and allowances. 

The overall net increase of 8.4% when compared to the 2016/17 original budget and 
this is mainly due to increases on employee related cost as per agreement plus other 
statutory increases as well as budgeted positions. 
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Section 14 - Monthly Targets for Revenue, 
Expenditure and Cash Flow 

Disclosure on monthly targets for revenue, expenditure and cash flow is made in 
Annexure 2, however the breakdown is as follows: 


Table 33 Monthly target for Revenue and Expenditure 


Description 

Budget Year 2017/18 

Medium Term Revenue and Expenditure 

Framework 

R thousand 

July 

August 

Sept. 

October 

November 

December 

January 

February 


April 

May 

Jun. 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Revenue By Source 
















Property rates 

206,757 

(2,007) 

(2,007) 

(602) 

(602) 

(401) 

(803) 

(1,807) 

(401) 

(401) 

(401) 

3,412 

200,735 

212,377 

224,910 

Service charges - electricity revenue 

23,324 

11,662 

23.324 

11,662 

23,324 

11,662 

23,324 

23,324 

11,662 

23,324 

23,324 

23,324 

233,235 

246,762 

261,320 

Service charges - water revenue 

7,132 

3,566 

7,132 

3,566 

7,132 

3,566 

7,132 

7,132 

3,566 

7,132 

7,132 

7,132 

71.324 

75,462 

79,916 

Service charges - sanitation revenue 

1,403 

702 

1,403 

702 

1,403 

702 

1,403 

1,403 

702 

1,403 

1,403 

1,403 

14,034 

14,850 

15,727 

Service charges - refuse revenue 

2,103 

1,052 

2,103 

1,052 

2,103 

1,052 

2,103 

2,103 

1,052 

2,103 

2,103 

2,103 

21,033 

22.359 

25,040 

Service charges - other 

498 

249 

498 

249 

498 

249 

498 

498 

249 

498 

498 

498 

4,979 

5,267 

5,577 

Rental of facilities and equipment 

525 

525 

525 

525 

525 

525 

525 

525 

525 

525 

525 

551 

6,328 

6,693 

7,087 

Interest earned - external investments 

805 

805 

805 

805 

805 

805 

805 

805 

805 

805 

805 

844 

9,700 

10,262 

10,868 

Interest earned - outstanding debtors 

Dividends received 

294 

294 

294 

294 

294 

294 

294 

294 

294 

294 

294 

308 

3,541 

3,745 

3,967 

Fines, penalties and forfeits 

5,034 

5,088 

5,034 

5,088 

5,034 

5,088 

5,034 

5,034 

5,088 

5,034 

5,142 

42,729 

98.429 

98.799 

99,013 

Licences and permits 

123 

123 

123 

123 

123 

123 

123 

123 

123 

123 

123 

129 

1,482 

1.569 

1,661 

Agency services 

229 

229 

229 

229 

229 

229 

229 

229 

229 

229 

229 

240 

2,763 

2,923 

3,095 

Transfers recognised - operational 

24,083 

- 

13,953 

- 

- 

37,328 

- 

13,953 

23,375 

13,953 

- 

13,953 

140.596 

113,085 

102,189 

Other revenue 

361 

361 

393 

361 

361 

393 

361 

361 

393 

361 

361 

410 

4,479 

4,738 

5,016 

Gains on disposal of PPE 

42 

42 

42 

42 

42 

42 

42 

42 

42 

42 

42 

44 

500 

500 

500 

Total Revenue (excluding capital transfers and 

272,714 

22,690 

53,851 

24,095 

41,272 

61,655 

41,071 

54,020 

47,703 

55,425 

41,580 

97,081 

813,157 

819,391 

845,886 

Expenditure By Type 
















Employee related costs 

17,379 

17,379 

17,379 

17,379 

28,111 

17,379 

17,379 

17,379 

17,379 

17,379 

17,379 

18,217 

220,119 

240,320 

254,520 

Remuneration of councillors 

689 

689 

689 

689 

689 

689 

689 

689 

689 

689 

689 

722 

8,302 

8,746 

9,263 

Debt impairment 

6,888 

6,888 

6.888 

6,888 

6,888 

6,888 

6,888 

6,888 

6,888 

6,888 

6,888 

7,220 

82.993 

87,808 

92,990 

Depreciation & asset impairment 

2,565 

2,565 

2,565 

2,565 

2,565 

2,565 

2,565 

2,565 

2,565 

2,565 

2,565 

2,688 

30,899 

30,116 

29,774 

Finance charges 

1,619 

1,619 

1,619 

1,619 

1,619 

1,619 

1,619 

1,619 

1,619 

1,619 

1,619 

1,697 

19,502 

20.629 

21,839 

Bulk purchases 

3,153 

23,644 

15,763 

15,763 

15,763 

15,763 

15,763 

15,763 

15,763 

7,881 

7,881 

4,729 

157,625 

170,235 

183,854 

Other Materials 

2,635 

2,635 

2,635 

2,635 

2,635 

2,635 

2,635 

2,635 

2,635 

2,635 

2,635 

2,762 

31,746 

33.587 

35,567 

Contracted services 

1,484 

- 

4,451 

- 

4,451 

- 

4,451 

- 

4,451 

- 

4,451 

5,935 

29,676 

29.955 

31,723 

Transfers and subsidies 

189 

189 

189 

189 

189 

189 

189 

189 

189 

189 

189 

198 

2.280 

2,412 

2,555 

Other expenditure 

Loss on disposal of PPE 

19,662 

18,662 

19,662 

18,662 

18,662 

19,662 

18,662 

18,662 

19,662 

18,662 

18,662 

19,561 

228,839 

197,214 

183,110 

Total Expenditure 

56,262 

74,269 

71,840 

66,388 

81,571 

67,388 

70,840 

66,388 

71,840 

58,507 

62,958 

63,729 

811,980 

821,023 

845,194 

Surplus/(Deficit) 

216,452 

(51,579) 

(17,989) 

(42,293) 

(40,299) 

(5,733) 

(29,768) 

(12,368) 

(24,137) 

(3,082) 

(21,378) 

33,351 

1,177 

(1,632) 

692 

Transfers and subsidies - capital (monetary 
allocations) (National / Provincial and District) 
Transfers and subsidies - capital (monetary 

- 

- 

14,525 

- 

- 

14,525 

- 

- 

14,525 

- 

- 

14,525 

58,101 

34,509 

35,972 

allocations) (National / Provincial Departmental 
Agencies, Households, Non-proft Institutions, 
Private Enterprises, Public Corporatons, Higher 
Educational Institutions) 

Transfers and subsidies - capital (in-kind - all) 

- 











- 

- 

- 

- 

Surplusf(Deticit) after capital transfers & 

216,452 

(51,579) 

(3,463) 

(42,293) 

(40,299) 

8,792 

(29,768) 

(12,368) 

(9,612) 

(3,082) 

(21,378) 

47,877 

59,278 

32,877 

36,664 

Taxation 












- 

- 

- 

- 

Attributable to minorities 












- 

- 

- 

- 

Share of surplus/ (deficit) of associate 












- 

- 

- 

- 

Surplus/(Deficit) 

216,452 

(51,579) 

(3,463) 

(42,293) 

(40,299) 

8,792 

(29,768) 

(12,368) 

(9,612) 

(3,082) 

(21,378) 

47,877 

59,278 

32,877 

36,664 


The above table depicts consolidated projections of revenue by source and 
expenditure by type for 2017/18 budget per period and the following table depicts 
the same table but on a Directorate/ Vote level: 


Description 

Budget Year 2017/18 

Medium Term Revenue and Expenditure 

Framework 

R thousand 

July 

August 

Sept. 

October 

November 

December 

January 

February 

11., ch 

April 

May 

Jun. 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Revenue by Vote 
















Vote 1 - Executive & Council 

4,569 

58 

58 

58 

58 

4,436 

58 

58 

4,436 

58 

58 

61 

13,966 

11,541 

13,042 

Vote 2 - Corporate Services 

345 

342 

356 

342 

345 

353 

345 

356 

342 

356 

345 

372 

4,199 

4,439 

4,697 

Vote 3 - Financial Services 

208,020 

(744) 

(386) 

661 

661 

1,220 

460 

(186) 

862 

1,220 

862 

5,094 

217,742 

232,385 

246,987 

Vote 5 - Planning and Development 

277 

142 

18,926 

142 

277 

18,791 

277 

11,229 

7,838 

11,229 

278 

18,927 

88,331 

31,043 

3,117 

Vote 6 - Community Services 

12,591 

6,559 

10,542 

6,559 

7,567 

14,409 

7,567 

9,299 

12,678 

9,299 

7,674 

48,256 

153,000 

159,242 

166,389 

Vote 7 - Electrical Services 

26,730 

11,886 

24,355 

11,886 

23,623 

15,633 

23,623 

23,697 

15,559 

23,697 

23,623 

24,362 

248,672 

275,239 

300,795 

Vote 8 - Technical Services 

20,184 

4,448 

14,526 

4,448 

8,741 

21,340 

8,741 

9,567 

20,514 

9,567 

8,741 

14,534 

145,348 

140,010 

146,832 

Total Revenue by Vote 

272,714 

22,690 

68,376 

24,095 

41,272 

76,181 

41,071 

54,020 

62,228 

55,425 

41,580 

111,606 

871,258 

853,900 

881,858 

Expenditure by Vote to be appropriated 
















Vote 1 - Executive & Council 

3,454 

3,454 

3,454 

3,454 

3,894 

3,454 

3,454 

3,454 

3,454 

3,454 

3,454 

3,620 

42,055 

42,499 

44,453 

Vote 2 - Corporate Services 

2,434 

2,434 

2.434 

2,434 

3,151 

2,434 

2,434 

2,434 

2,434 

2,434 

2,434 

2,551 

30,041 

32,670 

34,535 

Vote 3 - Financial Services 

4,877 

4,762 

5,107 

4,762 

6,791 

4,762 

5,107 

4,762 

5,107 

4,762 

5,107 

5,452 

61,358 

63,751 

68,316 

Vote 5 - Planning and Development 

8,884 

7,884 

8.884 

7,884 

8,916 

8,884 

7,884 

7,884 

8,884 

7,884 

7,884 

8,264 

100,020 

63,496 

50,059 

Vote 6 - Community Services 

15,288 

14,574 

16,717 

14,574 

20,322 

14,574 

16,717 

14,574 

16,717 

14,574 

16,717 

18,134 

193,481 

205,608 

217,534 

Vote 7 - Electrical Services 

5,255 

25,453 

18,450 

17,572 

19,111 

17,572 

18,450 

17,572 

18,450 

9,691 

10,568 

7,796 

185,938 

199,971 

214,629 

Vote 8 - Technical Services 

16,070 

15,709 

16,794 

15,709 

19,386 

15,709 

16,794 

15,709 

16,794 

15,709 

16,794 

17,913 

199,087 

213,029 

215,669 

Total Expenditure by Vote 

56,262 

74,269 

71,840 

66,388 

81,571 

67,388 

70,840 

66,388 

71,840 

58,507 

62,958 

63,729 

811,980 

821,023 

845,194 

Surplusf(Deficit) before assoc. 

216,452 

(51,579) 

(3,463) 

(42,293) 

(40,299) 

8,792 

(29,768) 

(12,368) 

(9,612) 

(3,082) 

(21,378) 

47,877 

59,278 

32,877 

36,664 

T ax ation 
















Attributable to minorities 












- 

- 

- 

- 

Share of surplus/ (deficit) of associate 












- 

- 

- 

- 

Surplus/(Deficit) 

216,452 

(51,579) 

(3,463) 

(42,293) 

(40,299) 

8,792 

(29,768) 

(12,368) 

(9,612) 

(3,082) 

(21,378) 

47,877 

59,278 

32,877 

36,664 
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Monthly capital budget revenue and expenditure projections 


The following table depicts budgeted monthly capital expenditure by Municipal vote: 

Table 34 Monthly capital budgeted Revenue and Expenditure by Vote 


Description 

Budget Year 2017/18 

Medium Term Revenue and Expenditure 

Framework 

R thousand 

July 

August 

Sept. 

October 

Nov. 

Dec. 

January 

Feb. 


April 

May 

J “"* 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Vote 1 - Executive & Council 

- 

- 

- 

- 

- 

1,650 

- 

- 

- 

- 

1,100 

1,110 

3,860 

2,200 

2,200 

Vole 2 - Corporate Serv ices 

Vote 3 - Financial Services 

115 

75 

175 

10 

190 

700 

1,015 

190 

30 

50 


20 

2,570 

925 

925 

Vote 4 - Strategic Services 

Vote 5 - Planning and Development 












22,014 

22,014 

20 

65 

Vote 6 - Community Services 

1,298 

1,298 

2,463 

1,833 

1,837 

2,042 

2,837 

2,793 

2,398 

2,398 

1,698 

8,313 

31,207 

19,454 

8,307 

Vote 7 - Electrical Services 

592 

416 

636 

1,666 

2,616 

750 

2,062 

3,416 

4,811 

2,831 

2,496 

1,601 

23,894 

26,254 

18,504 

Vote 8 - Technical Services 

2,193 

2,193 

2,193 

4,781 

5,658 

803 

2,423 

6,323 

6,323 

6,323 

6,882 


53,967 

60,747 

77,061 

Total Capital Expenditure - Vote 

4,198 

3,982 

5,467 

8,290 

10,300 

5,944 

8,337 

12,721 

13,562 

11,602 

12,176 

33,059 

137,512 

109,600 

107,062 


The following table depicts budgeted monthly capital expenditure by GFS 
Classification as well as Funding Source: 


Table 35 Monthly capital budgeted Revenue and Expenditure by GFS Classification 


Description 

Budget Year 2017/18 

Medium Term Revenue and Expenditure 

Framework 

R thousand 

July 

August 

Sept. 

October 

Nov. 

Dec. 

January 

Feb. 

M.,ch 

April 

May 

J“* 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Capital Expenditure - Functional 
















Governance and administration 

157 

117 

232 

67 

232 

2,392 

1,057 

232 

72 

92 

1,142 

4,558 

10,350 

3,675 

3,540 

Executive and council 

- 

- 

- 

- 

- 

1,650 

- 

- 

- 

- 

1,100 

1,110 

3,860 

2,200 

2,200 

Finance and administration 

157 

117 

232 

67 

232 

742 

1,057 

232 

72 

92 

42 

3,448 

6,490 

1,475 

1,340 

Internal audit 
















Community and public safety 

856 

856 

2,881 

3,674 

3,663 

3,898 

4,606 

3,919 

3,524 

3,624 

2,924 

5,703 

40,131 

18,084 

7,907 

Community and social services 

856 

856 

1,556 

1,556 

1,795 

1,300 

1,795 

1,651 

1,256 

1,356 

1,056 

1,085 

16,117 

12,148 

1,767 

Sport and recreation 

- 

- 

- 

- 

- 

400 

400 

400 

400 

400 

- 

- 

2,000 

4,836 

6,140 

Public safety 














1,100 

- 

Housing 

Health 

" 


1,325 

2,118 

1,868 

2,198 

2,412 

1,868 

1,868 

1,868 

1,868 

4,618 

22,014 

_ 

_ 

Economic and environmental services 

- 

- 

50 

88 

88 

388 

490 

2,290 

2,290 

2,190 

2,590 

3,790 

14,253 

13,225 

22,100 

Planning and development 

Road transport 

Environmental protection 

- 

- 

50 

88 

88 

388 

490 

2,290 

2,290 

2,190 

2,590 

3,790 

14,253 

13,225 

22,100 

Trading services 

3,185 

3,009 

3,629 

6,579 

8,186 

1,465 

4,596 

8,149 

9,544 

7,564 

7,388 

9,485 

72,778 

74,616 

73,515 

Energy sources 

592 

416 

636 

1,666 

2,616 

750 

2,062 

3,416 

4,811 

2,831 

2,496 

1,601 

23,894 

26,254 

18,504 

Water management 

2,193 

2,193 

2,193 

2,193 

2,632 

583 

1,895 

2,362 

2,362 

2,362 

2,450 

2,713 

26,132 

32,070 

28,164 

Waste water management 

400 

400 

400 

2,720 

2,939 

132 

439 

2,170 

2,170 

2,170 

2,442 

3,171 

19,553 

15,452 

26,448 

Waste management 

- 

- 

400 

- 

- 

- 

200 

200 

200 

200 

- 

2,000 

3,200 

840 

400 

Other 
















Total Capital Expenditure - Functional 

4,198 

3,982 

6,792 

10,408 

12,169 

8,143 

10,749 

14,590 

15,430 

13,470 

14,044 

23,536 

137,512 

109,600 

107,062 

Funded by: 
















A5: National Government 

2,924 

2,924 

2,924 

3,012 

4,327 

1,577 

3,793 

2,523 

2,218 

2,288 

1,913 

2,154 

32,578 

34,509 

35,972 

A5: Provincial Government 

District Municipality 

Other transfers and grants 



1,825 

2,618 

2,168 

2,398 

2,712 

2,248 

2,268 

2,368 

2,068 

4,847 

25,523 



Transfers recognised - capital 

2,924 

2,924 

4,749 

5,630 

6,496 

3,976 

6,505 

4,771 

4,487 

4,657 

3,981 

7,001 

58,101 

34,509 

35,972 

A5: Borrowing 

617 

441 

441 

691 

1,441 

1,025 

2,087 

6,297 

7,282 

5,132 

4,330 

8,787 

38,570 

34,806 

35,511 

A5: Internal - Capital replacement reserve 

100 

100 

100 

1,100 

500 

250 

100 

100 

100 

100 

100 

100 

2,750 

1,200 

1,200 

A5: Internal - Surplus cash 

557 

517 

1,502 

2,987 

3,732 

2,892 

2,057 

3,422 

3,562 

3,582 

5,634 

7,648 

38,092 

39,084 

34,380 

Total Capital Funding 

4,198 

3,982 

6,792 

10,408 

12,169 

8,143 

10,749 

14,590 

15,430 

13,470 

14,044 

23,536 

137,512 

109,600 

107,062 
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Section 15 - Annual Budgets and Service Delivery and Budget Implementation Plans 
-Internal Directorates 


Adoption of the Service Delivery and Budget Implementation Plan 

In terms of section 53(1) (c) (ii) of the MFMA the Service Delivery and Budget 
Implementation Plan must be approved by the Mayor within 14 days after 
the final approval of the budget therefore the SDBIP will be submitted by the 
Risk and Performance office as required by the legislated. 

Section 16 - Annual Budgets and Service Delivery 
Agreements 

Refer to Annexure 2, 'Supporting Table SA32: List of external mechanisms'. Council 
does not have service delivery agreements of this nature in place at present. 

Section 17 - Contracts Having Future Budgetary 
Implications 

'Supporting Table SA33: Contracts having future budgetary implications' in Annexure 2 
discloses all contracts which will impose financial obligations on the municipality beyond 
the three years covered in the annual budget. 

Since Knysna falls into the category of municipalities with approved total revenue 
greater than R250 million, all contracts with an annual cost greater than Rlmillion and 
for longer than three years must be disclosed. 


Table 36 Contract having future Budgetary Implication 


Description 

R thousand 

Preceding 

Years 

Current Year 

2016/17 

2017/18 Medium Term Revenue & 

Expenditure Framework 

Total 

Contract 

Value 

Total 

Original 

Budget 

Budget Year 

2017/18 

Budget Year 

+1 2018/19 

Budget Year 

+2 2019/20 

Estimate 

Expenditure Obligation By Contract 







BUSINESS ENGINEERING (PTY) LTD 

1,632 

280 

271 

287 

304 

2,775 

IGNITE ADVISORY SERVICES 

2,118 

160 

308 

326 

345 

3,258 

ONTEC SYSTEMS ( PTY ) LTD 

26,627 

4,023 

6,019 

63,745 

67,442 

167,857 

R-DATA (PTY) LTD 

11,047 

1,401 

2,533 

2,682 

2,838 

20,501 

NEDBANK BUSINESS BANKING 

5,620 

4,520 

5,957 

6,308 

6,674 

29,080 

FREDERICKS: DONALD 

742 

34 

49 

51 

54 

931 

Total Operating Expenditure implication 

30,377 

10,419 

6,599 

64,358 

68,091 

179,844 
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Section 18 -Capital Expenditure Details 

Capital details are shown in Annexure 1 and 2 on following tables: 

• 'Main Table A5: Capex (capital expenditure)' 

• Main Table A9: Asset Management (capital expenditure, Asset Register, 
Depreciation, and R&M)' 

• 'Supporting Table SA6: Reconciliation of IDP strategic objectives and budget 
(capital expenditure)' 

• 'Supporting Table SA28: Monthly Capital Expenditure by Municipal Vote 
(capital expenditure)' 

• 'Supporting Table SA29: Monthly Capital Expenditure by GFS and Funding 
Source (capital expenditure)' 

• 'Supporting Table SA34a: Capital expenditure on new assets by asset class' 

• 'Supporting Table SA34b: Capital expenditure on the renewal of existing 
assets by asset class' 

• 'Supporting Table SA36: Detailed capital budget' 


Section 19 - Legislation Compliance Status 

The disclosure on legislation compliance must provide a brief summary of the status 
of the implementation of legislation applicable to municipalities, including progress 
made or delays experienced in implementation. 

Municipal Finance Management Act - No 56 of 2003 

The MFMA became effective on 1 st July 2004. It covers all aspects of municipal 
finance including budgeting, supply chain management and financial reporting. 

The MFMA and the budget 

The following explains the budgeting process in terms of the requirements in the 
MFMA. It is based on National Treasury's guide to the MFMA. 

The MFMA requires a Council to adopt three-year capital and operating budgets that 
take into account, and are linked to, the municipality's current and future 
development priorities and other finance-related policies (such as those relating to 
free basic service provision). 

These budgets must clearly set out revenue by source and expenditure by vote over 
three years and must be accompanied by performance objectives for revenue and 
expenditure, a cash flow statement and any particulars on borrowings, investments. 
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municipal entities, service delivery agreements, grant allocations and details of 
employment costs. 

The budget may be funded only from reasonable estimates of revenue and cash- 
backed deficit funds from the previous year and borrowings (the latter for capital 
items only). 


Other Legislation 

In addition to the MFMA, the following legislation also influences Municipality 
budgeting; 

The Division of Revenue Act and Provincial Budget Announcements 

Three year national allocations to local government are published per municipality 
each year in the Division of Revenue Act. The Act places duties on municipalities in 
addition to the requirements of the MFMA, specifically with regard to reporting 
obligations. 

Allocations to the Municipality from Provincial Government are announced and 
published in the Provincial budget. 

Section 18 of the MFMA states, "annual budgets may only be funded from 
reasonably anticipated revenues to be collected". The provision in the budget for 
allocations from National and Provincial Government should reflect the allocations 
announced in the DORA or in the relevant Provincial Gazette. 

The Municipal Systems Act - No 32 of 2000 and Municipal Systems Amendment Act 
no 44 of 2003 

One of the key objectives of the Municipal Systems Act is to ensure financially and 
economically viable communities. The requirements of the Act link closely to those of 
the MFMA. In particular, the following requirements need to be taken into 
consideration in the budgeting process; 

• Chapters 4 and 5 relating to community participation and the requirements 
for the Integrated Development Planning process. 

• Chapter 6 relates to performance management which links with the 
requirements for the budget to contain measurable performance objectives 
and quarterly performance targets in the Service Delivery and Budget 
Implementation Plan. 

• Chapter 8 relates to the requirement to produce a tariff policy. Section 20 - 
Other supporting documents 
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Section 20 - Other supporting documents 

Various supporting documents are attached to enable the reader a fuller 
understanding of the various processes involved. These are the following: 

Annexure 1 - 2017-2018 MTREF Main Budget Tables version 6.1 

Tables A1 to A10 

Annexure 2 - 2017-2018 MTREF Supporting Budget Tables version 6.1 

Supporting Tables SA1 to SA37 


Annexure 3 - Three prior years outcome and current year main Supporting 
Budget Tables version 2.8 

Annexure 4 -2017/2018 NT Circular and guidelines 

Circular 82, 85 and 86 as well as NERSA guidelines 


Annexure 5 - Tariffs*, Charges and Fees for 2017/2018 

The average increases for 2017/2018 are: 

Table 37 Average Increases in Tariff charges 



2016/17 

2017/18 

2018/19 

Rates 

6% 

6% 

6% 

Refuse 

18% 

18% 

18% 

Water 

6%** 

6% 

6% 

Sewer 

6% 

6% 

6% 

Electricity 

1.88% 

1.88% 

1.88% 


* See tariff schedule for full detail 

** Indigents receive 6 kilolitres of free water. All other consumers will now receive 3 kilolitres of free water 
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Annexure 4 

Municipal Budget Circular for the 2017/18 MTREF - MFMA Circulars 85, 75 & 86 and 
NERSA guidelines. 

Annexure 6 - Policies (being reviewed) 

• Budget 

• Virement 

• Unauthorised, fruitless and wasteful expenditure 

• Liquidity 

• Cash, liability & investment management 

• Credit control 

• Funding & reserves 

• Indigent relief & social rebates 

• Property rates 

• Supply chain management 

• Tariff 

• Long term Financial Plan Policy 
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Section 21 - Municipal Manager's Quality 

Certification 

An annual budget and supporting documentation must be covered by a quality 
certificate in the format as per page 68 of the Government Gazette 32141 - 17 April 
2009. 

QUALITY CERTIFICATE 

I, Johnny Douglas, Acting Municipal Manager of Knysna Municipality, hereby certify 
that the annual budget and supporting documentation have been prepared in 
accordance with the Municipal Finance Management Act and the regulations made 
under the Act, and that the annual budget and supporting documents are consistent 
with the Integrated Development Plan of the municipality. 


Print Name: 


J Jj 


* jT- 

4 r 


Acting Municipal Manager of Knysna Municipality (WC04S) 
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